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WAR  FINANCE  CORPORATION. 


GoMKimB  ON  Banking  and  Currency, 

House  of  Representatives, 

Wednesday,  May  3,  1922. 

The  committee  met  at  11  o'clock  a.  m.,  Hon.  Louis  T.  McFadden  (chainaau) 
Dresidin^ 

The  Chaibman.  The  committee  will  come  to  order.  Judge  Towner,  you  may 
proceed. 

STATEMENT  OF  HON.  HORACE  M.  TOWNEB.  A  BEPRESBNTATIVE 

nr  COHOBBS8  7B0M  THE  STAXB  OF  IOWA. 

Mr.  TowNKR.  Mr.  Chairman,  I  simply  want  to  take  up  the  time  of  the  (H»in- 
mittee  for  iust  a  moment  regarding  the  extension  of  the  War  Finance  Cor- 
poration.   Of  course.  I  need  not  say  that  we  are  all  of  us  extremely  anxious 

that  this  legislation  be  enacted.  „  ^  »  ^         k«ii  » 

I  understand  the  committee  are  to  consider  the  so-called  Anderson  DlU,  a 

bill  nroviding  intermediate  credit.  ^ 

The  Chairman.  I  will  say  to  you,  Judge  Towner,  that  some  two  or  three 
weeks  ago  Mr.  Anderson  asked  when  we  could  have  hearings  on  that  biu,  and 
I  told  him  the  committee  would  be  glad  to  hear  him  at  any  time.  Since  that 
time  I  have  heard  nothinjx  further  from  him  regarding  a  date  when  he  des.red 
to  be -heard  on  this  bill.   The  committee  is  awaiting  the  action  of  Mr.  Anderson 

or  anv  of  the  parties  interested.   

Mr."  TowNEK.  Well.  I  sincerely  hope  that  the  matters  may  be  considered 
together,  if  it  meets  with  the  pleasure  of  the  committee. 

The  Chairman.  It  was  suggested  at  the  last  meeting  of  the  committee  that 
;.t  an  earlv  date  we  would  take  up  several  of  these  pending  m^sures  for  agri- 
cultural relief  or  mral  credits,  there  being  several  bills  pending  before  the 
committee,  and  it  is  the  purpose  of  the  committee  to  have  a  general  discussion 

**"lfe^TowNEl%y  only  purpose'  in  referring  to  that  bill  which  I  hope  will 
meet  with  favorable  consideration,  is  this:  That  if  it  is  finally  reported  and 
if  it  should  become  a  law,  it  will  still  be  necessary  that  the  work  of  the  War 
Finance  Corporation  be  extended  for  at  least  a  year— I  think  a  year. 

Mr  Me.ver  has  i-ecoin mended  at  least  six  month.s'  extension,  and  I  presume 
you  (io  not  object  really  to  a  year's  extension,  Mr.  M^ert 

Mr.  Meyer.  No  ;  not  at  aU,  Judge  Towner. 

Mr  TowNKB.  That  is  my  underrtanding. 

Now  Mr  Chairman  and  geattemen  of  the  committee,  I  looked  over  the  other 
day  the  bills  that  were  pending,  all  of  them  having  the  same  object  and  there 
being  <iuite  a  good  many  of  them,  and  for  the  reason  that  I  did  not  thmk  they 
vSre  in  form  I  have  introduced  a  bill,  No.  11493.  which  I  thiuk  meets  the 

demand^in^pn)p«r^  refer  to  all  of  the  provisions  of  the  original  act  in  order  to 

have  the  extension  really  made  operative.  .       ,      ,     ,  -u  -iiki- 

Since  the  introduction  of  11492  Mr.  Young  has  introtluced  a  bill— 1151 «. 
This  contains,  as  Mr.  Young  tells  me,  a  recommendation  of  Mr.  Meyer,  whi.  h 
I  have  not  the  least  objection  to,  although  I  am  inclined  to  think  it  is  unneces- 
sary However,  I  will  let  that  matter  be  disposed  ot  and  will  not  attemi-t  to 
argue  it  except  that  I  think  that  everything  that  conld  possibly  he  desired  is 
•  contained  in  the  extension  provisions  in  my  bill.  l'^>r  instance,  this  one  ivfei's 
to  the  change  suggested  by  Mr.  Meyer— refers  to  what  is  known  as  the  fifth 


2 


WAR  riNANCE  CORPOBATION 


paragraph  of  section  23  of  said  act,  wliich  I  propose  should  be  am^ded  and 
tlie  date  changed,  and  the  language  of  that  act  is  as  follows: 

"  That  notwithstanding  the  limitation  of  section  1  the  advances  provided  for 
by  section  21  and  section  22  of  this  act  may  be  made  until  July  1,  1923." 

So  that  the  advances  of  the  War  Finance  Corporation  may  become  <veratlye 
up  until  the  last  day  of  the  extension  of  time;  then  it  is  i»roTided  immediately 
following  that: 

"  The  corporation  may  from  time  to  time  extend  the  time  of  payment  of  any 
such  advance  or  advances  through  renewals,  substitutions,  or  new  obligations  or 
otherwise,  but  the  time  for  the  payment  of  any  advance  made  according  to 
authority  of  sections  21  and  22  sliall  not  be  extended  beyond  three  years" — 

And  this  language  I  call  special  attention  to — 
"  three  years  from  the  date  upon  which  such  advance  was  originally  made." 

So  that  if  the  advance  should  be  originally  made  up  until  the  1st  day  of  July, 
1923,  the  time  of  settlem^  may  be  ext^ded  for  three  years. 

Then  the  metiiod  by  which  these  settlements  and  adjustments  may  be  after- 
wards made  in  winding  up  the  affairs  of  the  War  Finance  Ck^rporation  are 
already  provided  for  in  the  original  bill. 

Now,  Mr.  Chairman,  I  do  not  desire  to  take  up  any  more  of  your  time,  and  I 
thank  you  very  much  for  your  courtesy  in  allowing  me  to  make  this  statement* 

The  Chaieman.  We  will  hear  you  now,  Mr.  Yoimg, 

STATEMENT  OF  HOIT.  GEOBOE  M.  YOUNG,  A  BEPBESENTATIVE 
IN  CONOBESS  FBOH  THE  STATE  OF  NOBTH  DAKOTA. 

Mr.  YotTNG.  Mr.  Chairman,  on  December  7,  1921,  I  introduced  a  bill- to  extend 
the  time  within  which  loans  might  be  made  to  continue  the  operations  of  the 
War  Finance  Corporation.  At  that  time  I  understand  the  chairman  submitted 
this  bill  to  Mr.  Meyer  and  received  a  letter  stating  that  it  was  too  soon  to 
say  just  what  time  the  War  Finance  Con)()ration  would  re<iuire  to  properly 
tinish  its  great  work.  Now,  Mr.  Meyer  is  here  thiy  morning  and  I  will  SiUiply 
say  this :  That  while  the  bill  follows  the  general  lines  of  my  former  bill,  I  am 
only  the  stepfather  of  this  bill,  11517,  tiie  bill  was  prepared  by  Mr.  Meyer,  or 
under  his  direction,  and  all  I  did  was  to  introduce  it  It  follows  the  form  of 
simply  calling  attention  in  each  paragraph  to  the  particular  change  made ;  in 
the  Judge's  bill  each  paragraph  is  completely  restated.  The  form  of  this  bill 
is  one  that  can  be  foUowecl  by  the  average  Member  of  ('ongress  without  thumb- 
ing the  old  law  to  see  just  where  the  change  comes.  It  is  stated  here  in  brevity 
and  clearness.  INIr.  Meyer  is  here  to  show  why  it  should  be  passed  and  I  do 
not  want  to  take  any  more  time  of  the  committee. 

The  Chairman.  Now,  2:entlemen  of  the  committee,  Mr,  Eugene  Meyer,  jr., 
managing  director  of  the  War  Finance  Corporation,  is  here.  You  will  recall 
that  at  a  previous  meeting  you  instructed  the  chairman  to  ask  Mr.  Meyer  to 
appear  befdre  the  committee  in  connection  with  l^^lation  that  was  pending 
to  revive  or  to  continue  the  existence  of  the  War  PMnance  Corporation.  I 
took  that  request  up  with  Mr.  Meyer's  office  and  found  that  he  was  then  mak- 
ing a  trip  throucjh  the  West  in  connection  with  the  woi-k  of  the  War  Finance 
Corporation.  He  has  returned  and  is  here  this  morning.  He  has  made  an 
exhaustive  study  of  this  situation  and  has  made  a  report  to  the  President.  I 
am  sure  he  has  an  interesting  story  for  us  to-day. 

I  suggest  to  the  connnittee  that  we  let  Mr.  Meyer  proceed  in  hi«  own  way 
until  he  has  concluded,  and  if  you  will  make  memoranda  of  any  special  ques- 
tions that  come  along  and  let  Mr.  M^er  answer  them  after  he  has  finished, 
I  think  we  will  save  a  good  deal  of  time. 

Mr.  Ltjcr  May  I  ask,  Mr.  Chairman,  If  that  report  has  heen  printed  yet? 

Jlr.  Youim,  I  helieve  it  has. 

Mr.  Meyer.  I  think  you  received  a  copy,  IVIr.  Luce.  A  copy  was  mailed  to 
each  Memher  of  Conjrress  and  T  have  brou^jht  a  number  of  copies  with  me. 

Mr.  Stevenson.  Mr,  Chairman,  is  it  contemplated  tliat  the  committee  is 
going  to  continue  to  sit  during  the  session  of  the  House  to-day? 

The  Chatuman.  Well,  we  want  to  get  through  if  we  can.  I  would  mentian 
also  that  there  are  some  other  gentlemen  here  who  want  to  be  heard  on  an 
amendment  to  the  farm  loan  act,  and  I  have  agreed  to  recess  until  2.90  to  bear 
them  thm,  or  after  we  have  finished  the  discussion  of  the  proposed  extension 
of  the  War  Finance  Corporation.  It  is  an  amendment  to  the  Federal  farm 
loan  act  that  affects  the  western  people  in  regard  to  irrigated  lands.  An 
amendment  covering  this  matter  was  put  into  a  Senate  bill,  and  it  seems  to  be 
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quite  pressing  at  this  time,  and  I  think  they  would  like  to  present  the  matter 
to  this  committee  tills  afternoon ;  so  whesa  we  do  recess  I  am  going  to  a^  you 
to  come  back  at  2.30,  If  you  will,  and  hear  these  gentlemen. 
If  that  is  all,  Mr.  Young,  we  will  hear  Mr.  Meywr. 

STATEMENT  OF  MR.  EUGENE  MEYER,  JR.,  MANAGING  DIBBCTOB 

WAR  FINANCE  CORPORATION. 

Mr.  Mbyeb.  Mr.  Chairman  and  genttemen,  since  I  had  the  pleasure  of  appear- 
ing before  this  committee  last  summer,  and  since  the  passacre  of  the  amicul- 
tural  credits  act,  the  corporation  has  proceeded  to  function  under  the  anllionty 
^rranteil  in  that  act,  as  well  as  under  the  authority  that  (^xisteil  previously.  l>ut 
by  far  tlie  hiri^est  part  of  the  business  of  the  corporation  has  been  conducted 
under  the  provisions  of  the  act  passed  by  Congress  in  August.  1921. 

The  loans  approved  by  tlie  corporation  from  January  4,  1921,  to  and  Includmg 
April  29  of  this  year — ahnost  all  of  them  snbsequent  to  the  passage  of  the  ^ri- 
cultural  credits  act  in  August— aggregate  $341,697,000. 

Of  th's  sum,  $63,784,000  represents  advances  authorized  to  cooperative 
marketing  associations,  $268,047,000  to  banktog  and  financing  institutions,  and 
$8,966,000  to  exporters. 

Classified  differently,  the  advances  to  assist  in  financing::  exports,  approved  by 
the  corporation,  total  $r)();2no.tKK>.  Y<»n  understand  that  tl»e  fijrure  already 
j^iven  for  advances  tn  (>xp(»rters—$S,9G(),(KX>— refers  only  to  advances  authorized 
t(t  cxportinj^  tirnis :  export  advances  were  made  also  through  banks  and  through 
cooperative*  niarketin^^  organizations. 

Advan<  es  to  banking  and  financing  institutions  and  cooperatitve  marketing 
associations  for  agricultural  and  live-stock  pnrposes  were  approved  in  an  aggre- 
gate amount  of  $291,447,000.  _       ^         .  , 

Advances  approved  to  cooperative  marketing  assodations  for  agricultural 
and  livi-stock  purposes  total  $5S,n22,0()0. 

The  (^HAiRMAN.  Mr.  Meyer,  will  the  statement  tliar  you  put  into  the 
record  sl»o\v  the  a^^^rre.irate  amounts  advanced  to  each  State? 

Mr.  Meyee.  I  will  subnjit  the  lii^ures  for  the  record. 

The  Chaikaian.  I  wish  you  would  place  that  in  the  record. 

OPEBATIONS  of  the  WAB  FniANCK  OOKPOBATION  FBOK  JANUABY  4,  1921,  TO  AOT 

Including  Afbu.  29, 1922. 

I.  Advances  to  assist  in  fiiuincing  exports  under  sections  21,  22.  and  2k  (par.  2), 
approved  from  January  4, 1921,  to  April  29, 1922,  inclU'.nve^ 


Grain   $5, 209, 69 

Tobacco   3, 596, 369. 77 

Cotton   33,  572,  373.  21 

Canned  .fruits   400,  000.  00 

Meat  products   1,000,000.00 

Condensed  milk   1, 000,  000.  00 

Textile  products   250,  000.  00 

Sheet  steel   180, 000. 00 


Chopper  

Sugar-mill  machinery- 
Agricultural  machin- 
ery  

Railroad  equipmeut  — 
Lumber   ^  


$145.  600.  00 
470,966.36 

500,  000.  00 
2,  925.  000.  (K) 
1,  000,  (KX).  00 


Total  *  50,  250. 120. 


II.  Advances  to  banking  and  financimj  in^titntions  and  cooperative  marketing 
associations  for  agricultnral  and  live-stock  purposes''  undei^  section  2i 
(par.  J),  approved  from  August  2j\,  1921,  to  April  29,  1922,  inclusive.^ 


(a)  By  commodities: 

Cotton   $23,  504,  2(K).  52 

Grain   21,  290, 189.  31 

Live  stock   78, 769, 950. 18 

Sugar  beets   9*996,000.00 


a  I  By  c(>iiiuic»dities — 
Contiuued. 

Rice   f2, 500, 000. 00 

C5amied  fruits   300,000,00 

Dried  fruits   1,250,000.00 


^  Sec  21  WM  added  to  the  original  War  Finance  Coiporation  act  by  the  act  of  Mar.  3, 
1919  and  sees.  22  and  24  by  the  agricultural  credits  act  of  Aug.  24,  1921. 

2  Does  not  include  advances  aggregating  $27,387,816.10  originally  applied  for  an«^a|^ 
proved  under  sec.  -'1  for  export  purposes,  and  suhsi  quently  withdmwn  hy  tlie  applicants 
and  resubmitted  and  approved  as  advances  for  agricultural  purposes  under  sec.  ur 
the  total  amount,  $37,573,650.26  represents  advances  approved  srabseqaent  to  Aug. 
19*^1 

«'s"ec.  24  was  added  to  the  original  War  Finance  Corporation  act  by  the  agricultural 
credits  act  of  Aug.  24.  1921. 
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(a)  By  commodities — 
Continued. 

Peanats   $1, 132,  lOB.  00 

Tobacco   10, 000, 000. 00 

General  agricul- 
toial  products-  142.704,468.95 


Total  

291, 44o,  920. 9o 

L>.v  States : 

1)  To  banking 

and  linancing 

institutions — 

Alabama  

Arizona  

3,  317.  00 

Arktnisas  

4.18.  "iOO.  00 

Ciilifnrina  

2,  38*,  bil.  28 

( 'ohu-ndo  

8.  898.  (>■)(.  o6 

h  hu'ula  

GeorfiCia  

6, 189, 434. 88 

Idaho-  - 

3, 7T7, 467. 28 

Illinois  

6,  530.  873. 14 

Indiana  

1,  284,  000. 00 

23.  098.  087.  40 

Kansjis  

4,  932.  904.  03 

Kentucky  

331.  388. 

Louisiana  

1,  544,  399. 77 

Michiiran  

8.5.  000.  00 

Minnesota  — 

12, 155, 049.  26 

Mississippi — 

1, 437. 838. 19 

MSssouri  

7, 992, 812. 43 

Montana  

10, 671. 902.  .50 

Nebraska  — 

11.  790, 180. 1.5 

Nevada 

248.  000.  00 

New  ^lexico- 

7,  907.  077.  69 

New  York  

600.  000.  00 

N.  Carolina- 

7,  784,  000.  00 

)  By  States— Oon. 

(1)  To  hank  ins 

and  financing  in- 

stitution.s — Con. 

N.  Dakota— 

$20,101,261.  21 

unio  — 

X,  0570,  OVAJ.  jJM 

Oklahoma  — 

3, 655, 989. 55 

uregon  „ — 

K  1AO  ion  Rl 

S.  Carolina- 

10, 031. 759.  25 

S.  Dakota — 

15, 083, 284.  50 

Tennessee  . 

8.  362.  227. 11 

Texas  

21,  268.  09.5.  64 

Utah  

11,  299,  221.  (X) 

Viri^inia  

1.  992.  700.  W) 

Washington. 

733.  278.  .00 

Wi!r^c*onsin  — 

.5,  379,  500.  iOO 

Wyoming  — 
• 

8. 044, 084. 38 

Total  

232, 924, 701. 86 

(2)  To  coopera- 

tive marketing 

associations — 

AianM  nui  

1O0  IN) 

Arizona  

1 .  200,  <X)0.  00 

Arkansas   

1, 250, 000. 00 

California-- 

2,  800, 000. 00 

Idaho  

962, 355. 66 

Kentucky — 

10, 000, 000.  00 

Minnesota  — 

i5,of)0-  o(yKOo 

Oklaho(ma  — 

0.000,000.00 

Tennessee — 

a,  000,  0(;0.  29 

.  Texas  

9.  TS7.  .It)*;.  .10 

Virginiii  

1.034,  403.  <M) 

Washington- 

5,  327,  833.  05 

Total  

*  58, 522. 219. 10 

III  Hum  man/  of  advances  for  r.rport  and  agricultural  purposes  under  «eo*ion» 
21,  22,  and  24,  approved  from  January  //,  1921,  to  April  29,  1922,  induHva. 


To  cooperative  marketing  associations 
To  banking  and  financing  institntions. 
To  exporters  

Total  


$63,  784,  403.  00 
268,  946,  929. 10 
8,  96.5,  708.  89 


341,  697,  040.  99 


Mr.  Meyeb.  You  understand,  I  assume,  and  I  need  not  explain,  that  the  ad- 
vances made  in  one  State  were  of  importance  to  the  neighhoring  States  and  in 
fact,  to  all  States.  For  example,  the  advances  made  in  Iowa  to  stabilize  the 
banking  and  agricultural  situation  there  naturally  hsul  tlieir  effect  on  Nebraska 
and  Kansas  and  ^klissouri  and  on  the  whole  corn-belt  territory.  They  had  their 
^ect  as  wi'll  ou  the  whole  banking  situation  in  the  agricultural  distllcts 
throu-liout  the  couiitrv.  and.  through  them,  on  the  larger  centers.  I  mention 
th.it  merely  because  u  classification  of  the  loans  by  States  would  not  be  a 
true  index' of  the  results  of  the  work  in  any  one  State.  The  loans  made  in 
Iowa  totaled  more  than  those  in  any  other  State,  but  they  were  of  value  to  the 
whole  Mississippi  Valley  territory.  . 

We  have  found  the  law  as  passed  by  the  Congi-ess  substantially  as  recom- 
mended by  this  committee,  practicable  and  workable,  as  you  may  .ludge.  froui 
the  lanri' 'amount  of  bushiess  that  has  l)een  done.  I  ninke  no  suggestions  tor 
ameridments.  P^ffective  relief  has  been  given  to  the  banks  in  the  agricultural 
districts,  to  the  live  stock  loan  companies,  and  to  the  cooperative  marketing 


♦This  sum  iucludes  advances  aggregating  $27.?87.S16.10  oriarinally  applied  for  and  ajK 
moved  for  export  purposes  (under  sec  21)  and  subse-iuently  withdrawn  by  the  apphcants  and 
resubmitted  and  approved  as  advances  f«r  agricultural  purposes  under  the  agricultural 
credits  act  of  Aug.  24,  1921  (sec.  24). 
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more  exact  determination  of  what    .Tulj  1  .  .^^  ..qoo     mu-g  ^j.^^. 

tZt  "  advances  may  be  made  at  any  time  prior  to  Julj  1,  . 

approved,  and  the  advance  may  be  made  or  f^^^  "'^V^^;  '^i/^^^V^ ti£  n  erelv 

"  Th*l  CnZ^TS.  the  con.mittee  is  to  understand  that  the  bUU  R  R. 
1151^  inSXe'l  by  Mr.  Young,  is  the  bill  ^^Wch  your  corpom^n^l^i^ 
\f    ^f^^^^^  Th-^t  is;  correct  Mr  Chairman.  We  were  requestea  to  prepare 
l-u    n  1       d  1  s(  in     vTay  whidi  seemed  to  accompUsh  the  purpose  of  ex- 
lending  tiiVufe'o^  the^ir  mnanSJ  corporation  for  one  year  under  Ite  exisung 

want  to  say,  genttemen,  that  the  work  has  been  exc  eedingly  i"t^;;f^^ting 
«„d  IS  tlWSt^  difflcuit.    In  the  beginning  it  was  especially  difficult  to 
^'n^tiiS^fk  iJrS  wav  aTouicklv  as  the  necessities  of  the  situation  required. 

Ss  =„S  sE-f 

w  A*  thi  Wnd  taid  ever  been  attempted  before,  and,  naturally,  it  took 
a  mite  t^e  tor^t  SmmmL  toorgani.?.  to  harmonize  their  memberships^ 
Sn^to  iSmrt  ti:ms?lves  as  to  the  lueaning  -nd  purposes  ot  h^^  act  .^ch 
ttiev  were  to  assist  in  administering.  But  1  want  to  sa.N  l'*^'^  Jj^^t Jhej  imve 
tney  were  to  <i  ^  --^^  nnblic  service  Thev  went  to  work  with  enei^  and 
^Ztnesf  an.f  1  ev  t^'e  devo4'rthe"nselves  imselflshly  to  the  teric.  Although 
w  Mve  33  c  mm^^U^  all  over  the  agricultux-al  and  Uve  stock  territory,  we 
luave  bin  able  to  work  with  them  In  a  most  harmonious  way  and  there  has 

'"TlJyMJe^'re^li^  SLS^Jhe  backbone  of  the  organization  through  whi.-b  we 
we^L  ^aS  to  Suction.  They  have  served  without  any 
».rX ^  i-iiA  hMt  hankers  in  the  agricultural  and  live  stock  distiicts  have  neen 
S  m^  toe  to  o^^ork  Wn  to  their  own  business.  They  realized  the 
fmWtan?rof  the  corporation's  activities  to  the  pcple  and.  /act  to  the 
Se  financial  and  business  structure  of  their  sections;  and  their  work  »m.s 
beef  nS  su^'L"fuL  In  very  few  ^ases  have  we  as^  them^^ 
imicrnipnts-  in  verv  few  cases,  compared  with  tht  total  numoer,  nave  we 
decS  to  accJp  their  recommendations.  They  have,  of  course  modified 
dec  I ne<i  to  accept  /^"^  *  .       .     ^   harmonJjze  them  with  the  policies 

oTme^^SZ^to^O^O^  Thte  had  to  be  done  in  order  to  administer 
SL^£^^r«eiSte^S^^powers  in  a  way  that  woold  not  be  discrmunutory 
as  between  the  various  sections  of  the  country. 
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Occasionally  peculiar  and  acute  local  situations  reauiring  special  and  excep- 
tional treatment  have  arisen ;  but  by  far  the  greater  part  of  the  work  has  been 
carried  on  under  uniform  general  policies  that  have  been  applied  in  all  sec- 
tions of  the  country. 

My  approval  of  the  proposal  to  extend  the  life  of  th^  War  Finance  Corpo- 
ration, as  provided  in  the  bill  under  coni^deration,  is  based  i^pcm  the  stady 
which  I  have  been  able  to  make  of  the  situation  as  the  work  i^gressed,  the 
oontaet  which  I  liave  had  vrith  our  committees^  the  visits  I  have  made  at 
various  times  to  different  parts  of  the  country,  and  the  frequent  visits  of 
members  of  the  committees  to  Washington  to  explain  tht^ir  local  problems. 

These  special  problems  arise  sometimes  from  difficulties  that  are  inherent  in 
laws  of  the  State.  The  laws  of  Nebraska,  for  instance,  prevented  any  bank  or 
tiiuincin.ir  institution  from  borrt»winjr  from  the  War  I'inance  Corporation  or 
anyone  else  an  amonnt  greater  than  two-thirds  of  its  capital  and  surplus.  That 
law,  however,  was  amended  at  a  special  session  of  the  legislature  a  few  months 
ago.  And  the  laws  of  Arizona  were  amended  only  a  short  time  gsK>  t»  enable 
the  banks  there  to  function  more  actively. 

In  a  few  States  there  are  still  some  hindrances  in  the  laws,  but,  so  far  as 
I  know,  there  is  no  general  distress  due  to  such  a  condition.  We  have  always 
sought  the  cooperation  of  the  local  bankinjr  organizations,  business  men,  and 
farmers  in  overcoming:  any  difficulties  that  arise,  and  we  have  been  successful, 
for  the  most  part,  in  obtaining  it. 

Too  frequently  there  is  an  inclination  to  measure  results  l)y  the  amount  of 
money  loaned  iii  anv  one  State,  or  to  a  particular  farmer.  But  it  must  be 
borne  in  mind  that  when  our  loans  in  Iowa,  for  example,  relieved  the  agricul- 
tural situation  there  and  enabled  the  banks  to  refrain  from  the  forcing  of  liqui- 
aatton,  it  meant  that  the  com  and  hogs  of  that  State  would  not  be  forced  on 
tbe  market;  that  the  fanners  would  have  time  to  sell  them  more  gradually  as 
the  market  was  able  to  take  them;  and  that  every  other  State  interested  in 
com  and  hogs  would  share  in  the  resulting  benefit.  C'orn  and  hogs  and  sheep 
are  sold  in  national  markets,  and  so  are  cattle  and  wheat  and  (•<»tton  and 
all  our  other  big  staple,  agricultural  eommodities ;  and  the  strengthening  of  any 
weak  spot  in  the  situation  is  helpful  everywhere. 

While  our  activities  have  been  exceedingly  helpful,  as  indicated  not  only  by 
all  the  reports  that  we  have  received  but  also  by  the  decline  in  the  number 
of  applications  for  advances  received  during  the  past  two  months,  unques- 
tionably there  is  still  a  situation  that  calls  for  continued  assistance.  The 
peak  of  our  applications,  the  largest  number,  was  reached  in  December,  when 
we  received  in  <me  week  472  applications  from  banking  institutions  and  27 
^m  live-stoek  loan  companies,  making  a  total  of  Since  then  the  number 
has  decreased . 

For  the  week  ending  November  26.  the  applications  from  banking  and  hnanc- 
ing  institutions  totaled  $13,802,000:  for  the  week  ending  December  3,  $10.* 
04n.m):  T)eceml)er  10,  $13,304,000:  December  17,  $12,168,000;  and  December  24, 
$13,230,0ti0.  Since  then,  the  weekly  total  has  never  reached  these  figures. 
For  the  week  ending  January  14,  the  applications  aggregated  aK)roxiniately 
$11,000,000;  for  the  week  ending  January  28,  a  Uttle  more  than  $11,000,000  ; 
and  then  they  declined  steadily  until,  for  ttie  week  ending  April  29,  the  total 

was  only  |1,742,000.  _       ^  ^ 

The  applications  for  live-stock  loans  for  the  week  end  nip:  DectMiiber  3  reached 
a  total  of  approximately  .$6,000,000;  for  the  week  endino:  DecemlKM-  10  they 
aggre^^ated  $5.748,(X)0:  jiinuary  21,  $4,346,000:  February  11,  $3,096.0(X>;  March 
11,  $2,945,00:  and  April  8,  $2,647,000;  while  for  the  week  ending  April  29, 
thev  amounted  to  only  $1,198,000. 

You  will  see,  therefore,  that  the  need  appears  to  be  declinii^,  but  it  must  be 
remembered  that  our  work  has  involved  more  than  the  mere  lending  of  money ; 
it  has  involved  also  the  giving  of  confidence,  and  I  do  feel,  espedally  after 
my  recent  trip  to  the  We^,  that,  entirely  aside  from  any  advances  that  the 
War  Finance  Corporation  might  make,  its  continuation  for  another  year  would 
be  a  very  helpful  factor  in  maintaining:  confidence. 

Tlie  nicricnltural  and  live-stock  interests,  the  banks  in  agricultural  districts, 
and  the  cooperative  marketing  or?;anizations  .generally  have  been  through  a 
dreadful  experience.  I  will  not  say  that  it  lias  been  confined  to  them,  but  it  is 
nevertheless  true  that  thev  have  had  an  especially  acute  experience.  I  believe 
that  tliev  are  entitled  to  the  additional  confidence  that  wonld  proceed  from  a 
limited  extension  of  the  period  during  which  the  War  Finance  Coiiporation  may 
function. 
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Manv  eood  business  men  and  bank«-s  understand  intelligentiy  the  needs  of 
agr  Sure  iu^ir  teirltery.  and  I  may  say.  too,  that  the  nianufacturers  m 
tS  So^  «ld  Bast  have  evinced  a  tremendous  interest  m  our  work.  It  it  ever 
W^SiTttS^s  now  no  lack  of  conviction  on  the  part  of  the  conmiercial  an 
to^ustriSliitereste  that  their  prosperity  is  absolutely  interwoven  w  th  and 
dependent  upon  a  prosperous  condition  in  the  asricultural  territor.x .  The  mar- 
S  for  manSfactuted  i-oods  depends,  in  c-onsiderahle  measure,  »P^>' ^^^^  buj-ing 
Swer  of  the  af?ricultural  districts;  and  the  market  for  the  gr«iter  part  of 
SSragrfcmtural  output  is  in  the  manufacturing,  industrial,  and  commercial 

"^^^turallv  I  have  given  a  great  deal  of  thought  during  these  past  few 
molS  and'especiaUy  on  my  re^t  trip,  to  the  whole  financial  situation  and  the 
SSStae^  for  toSg  agricultural  business  throughout  the  country.  I  have 
SSKte  stetSente  of  tiioiisandB  of  banking  in&tituUons  in  the  agricultural 

^Tsee  it.  in  the  light  of  my  experience  during  the  past  year,  there  is  one 
ffl-^t  trouble  with  the  financial  system  of  this  .  ountry.    Speaking  broadly,  it  te 
Sfs    Our  fundamental  financial  conceptions  and  attitudes  are  based  upon  the 
mport^d  E  gush  and  Continental  ideas  of  what 

banking  The  financial  machinery  of  Europe  was  developed  to  meet  the  muire- 
ments  of  its  own  industrial  and  com^iercial  business,  and  a  sixty  or  ninety- 
day  baSing  facility  is  exactty  whatT  needed  to  finance  imports  of  fo<Hlstus. 
and  raWmaterials,  the  manufacture  of  raw  materials  into  finished  goods  and 
the  Sort  of  manufactured  goods.  But  the  basic  business  of  Amenca  is  the- 
prodU<Son  and  distribution  of  agricultural  commodities,  and  ^I'^l^'^f^' 
dav  financing  does  not  adequately  meet  the  marketing  needs  of  producer. 

We  can  profitiiblv  study  European  banking  "methods  but  we  shOTld  not 
slavishly  iniitate  them.  We  must  adopt  what  is  helpful  and  serviceable  to- 
bush^^^^^  agricultural,  industrial,  and  commercial;  but  we  must,  on 
fhe  otS  hand  modify  foreign  banking  conceptions  to  conform  to  the  normal 
proc^ssls  ImroWed  in  the  production  and  distribution  of  our  big  basic  commodi- 
ties i?AiB«rtea.  The  collapse  in  agriculture,  and  in  th,-  banking  situation  in 
tte  MritStoral  districts,  was  partially  due  to  an  attempt  to  collect  loans  ,.n 
S?i^??Z^ties  in  too 'short  a  period.  The  inevit..ble  result  was  o  force  on 
the  market  an  abnormally  large  volume  of  products  in  an  unu^uallj  .,hort 

^Produ^tion^ind  consumption  can  not  respond  to  tlie  economic  dogma  of  any 
school  of  financial  thought.   Failure  to  realize  this  and  tte  arbiteWT  appli^tiOT 
of  principles  which  are  not  adapted  to  American  agricultural  actt^^ef.P^^^"^ 
a  breakdown  in  the  machinery.  We  must  free  ourselves  from  theoretical  toan- 
dal  doctrines  and  apply  the  rules  of  common  sense.   We  must  harmonize  the 
SScS^  S  finance  %Sth  the  usual  processes  of  production  and  consumption 
We  produce  one  crop  a  year  and  we  consume  it  throughout  the  yen  i .     I  he 
financing  must  be  related  to  these  fundamental  facts.    Our  great  staple  crops 
and  our  live  stock  are  neither  produced  nor  consumed  in  90  days,  and  we  should 
S^pect  to  market  a  year's  pr.uluetion  in  90  days.   The  need  for  longer 
flnancin-  for  our  agricultural  turnover  is  partially  recognizedby  ttie  Federal 
Reserve^Svstem  in  that  provision  is  made  for  rediscounting  agricultural  paper 
for  six  months;  but  our  financial  system  as  a  whole  does  not  adequately  recog- 
nize the  necessity  of  synchronizing  agricaltoral  flnandag  with  the  natural 
processes  of  production  and  consumption.  .    ,  ,i 

Bank  deportts  in  this  country,  as  in  Europe,  are  largely  demand  deposits  and 
a  considerable  portion  of  them  must  be  invested  in  short-time  paper,  so  that  they 
will  revolve  in  a  wav  that  will  meet  the  demands  of  depositors. 

It  is  time  however,  to  draw  a  sharp  distinction  between  short-time  bank  paper 
*and  the  question  of  the  liquidity  of  the  security  that  underlies  bank  paper,  long 
or  siiort  I  maintain  that  the  six  and  nine  montiis*  loans  on  wheat  and  cotton, 
made  bv  the  War  Finance  Corporation  to  cooperative  marketing  organizattons 
are  as  liquid,  from  the  point  of  view  of  tiie  security,  as  the  90-day  paper  repre- 
senting advances  to  merchants  and  manufiieturrars.  Long-time  paper  may  be 
morellanid  as  to  security  than  s>hort-time  paper.  It  may  not  be  as  well  adapted 
as  an  investment  for  all  of  a  bank's  funds,  representing  deposits  payable  on  de- 
mand but  the  experience  of  the  War  Finance  Corporation  demonstrates  that, 
when' adequate  financing  for  the  time  neeiled  is  provided,  staple  agricultural 
fommodities  are  liquidated  in  an  orderly  way  and,  in  fact,  the  liquid  Quality  or 
the  security  is  enlianced  by  a  more  gradual  marketing  process.    The  self- 


8 


WAR  FINANtJE  CORPOBATION 


liqiiidatint,^  (luality  of  paper  <lepenils  iii)oii  tlie  orderly  marketing  of  the  commodi- 
ties uiHU'rlviiii:  it  far  more  than  upon  the  duration  writtea  on  its  face. 

l»urinu  the  past  year  it  was  clearly  shown  that  eommerdai  papwr  dep^ds 
for  its  linuidity  on  the  orderly  buying  of  the  manufactured  goods,  and  that  this 
orderly  buying,  in  turn,  depends  largely  upon  a  purchasing  pow^  based  upon 
the  orderly  marketing  of  our  basic  agricultural  products. 

We  need  to  develop  a  fresh  outlook.  We  need  to  revise  our  financial  concep- 
tions Viid  we  need  to  do  it  in  the  freedom  and  in  the  light  of  common  sense, 
instead  of  in  slavish  adherence  to  theoretical  principles  based  upon  the  needs  ot 
a  l)Ti^ines^  -overned  l>v  different  conditions.   Our  finance  needs  Americanization. 

That  short-time  paper  does  not  always  produce  liquidity,  but  sometimes  the 
opposite,  is  clearlv  iliu.strated  by  what  happened  last  fall  in  the  Wheat  sittw- 
tion  The  siieediiif,'  up  of  the  marketing  of  the  wheat  crop  m  the  Northwest 
was  in  my  opinion,  responsible  for  a  considerable  part,  of  the  indebtedness 
which  the  banks  and  the  farmers  stiU  have  in  the  wlieat  territory.  Everybody 
knows  that  the  wheat  was  forced  to  market  in  the  shortest  ime  m  the  history 
of  the  country.  The  farmers  jiot  a  low  pri'-e  for  it ;  they  did  not  even  ixet  the 
cost  of  production ;  and  the  banks  did  not  uet  much  liquidatiou  of  indebtedness. 
We  made  some  advances  .m  wheat  and  tliey  are  being  r.quidated  m  an  orderly 
wav  •  l)ut  bv  far  the  greater  part  of  the  crop  was  forced  on  the  market  in  abnor- 
mallv  hirge  quantities.  And  wha^  was  rlie  result V  Tlie  farmer  did  not  get  a 
good"  i)ri(  e,  he  could  not  pay  off  his  bank,  and  his  bank  could  not  pay  ofC  its  cor- 
respondents or  tlie  Federal  reserve  system. 

We  are  still  cari-ying  some  cotton  from  last  autumn's  crop.  The  coopera.ive 
marketing  organizations  through  which  we  have  made  most  of  our  loans  on 
cotton,  as  well  as  on  wheat,  are  getting  good  prices  for  the  cotton  of  tliea;  mem- 
bers We  have  been  verv  careful  to  see  that  these  loans  conft>rm  to  the  principle 
of  orderly  marketing.  We  have  not  made  any  loans  to  carry  commodities 
speculatively,  even  thouirli  it  appears  that  the  price  may  advance.  The  cooper- 
atives ha\e'been  selling  week  by  week  and  mouth  by  month,  and  their  average 
for  the  season  will  be  a  great  deal  better,  of  course,  than  those  who  sold  all  at 
once  hist  fall,  as  the  wheat  farmers  did  in  the  Northwest,  at  low  prices. 

On  the  general  situation,  I  think,  Mr.  Chairman,  I  might  refer  to  my  report 
to  the  President,  in  which  I  tried  to  embody  in  a  short  space  my  observations 
and  conclusions.  You  are  probably  already  familiar  with  the  material  improve- 
ment that  has  taken  place  In  the  market  for  farm  products  and  in  the  lianking 
situation  in  the  agricultural  territory.  Through  the  improvement  in  the  banks 
has  come  tremendous  relief  to  the  farmers. 

Sometimes  the  question  is  raised  as  to  whether  or  not  we  really  reach  the 
farmer  I  will  circulate  here,  for  the  benefit  of  the  committee,  memoranda  re- 
garding a  few  tvpical  loans.  You  will  note  that,  in  each  case,  the  farmer^ 
paper  i»ack  of  the  loan  is  listed  by  name  and  amount  Some  of  the  loans  that 
we  have  made  to  banks  are  secured  by  hundreds  of  farmers'  notes.  When  we 
issue  a  statement  saying  that  we  have  approved  100  or  200  advances  during  one 
week,  that  refers  only  to  bank  loans;  under  each  of  these  loans  there  may  be 

fr<Hu  1  farmer's  note  to  300.  ,     ,  ,  i 

When  I  was  in  Minneapolis  a  couple  of  weeks  ago,  the  Federal  reserve  bank, 
which  holds  the  collateral  for  our  advances,  showed  me  one  file  which  con- 
tained 11.000  farmers-  notes  falling  due  on  one  day.  These  notes-are  lield  as 
collateral  asainst  loans  made  l)y  the  corporation  to  various  banks  in  the  Minne- 
apolis district  alone.  On  one  day  11,000 farmers'  notes- fall  duel  I  merely  wish 
to  sh«.w  you,  by  these  typical  loans  in  different  parts  of  the  country,  how 
widely  the  advances  are  distributed. 
Mr.  DuNBAB.  Will  these  be  incorporated  in  the  record? 

Mr.  Meyer.  We  do  not  mention  the  names  of  banks  m  our  reports  Some-  ^ 
times  it  might  have  a  good  effect  and  sometimes  it  might  have  a  bad  eftect; 
but  if  you  would  like  to  have  it  in  the  record,  I  would  prefer  to  eliminate  the 
names  of  the  institutions  and  of  the  borrowers,  if  you  approve.  Sometimes 
competitive  banks  make  much  of  the  fact  that  they  do  not  have  to  borrow  from 
the  War  rinance  Crporation.  although  we  felt  that  it  was  in  the  public  mter^t 
to  encourage  them  to  borrinv  from  us.  It  is  nevertheless  true  that  some  banks 
that  are  not  borrowing  from  us— perhaps  they  ought  to— try  to  gam  an 
ad^  antage  by  showing  that  they  have  not  borrowed  either  from  the  Federal 
reserve  system  or  from  the  War  Finance  Corporation.  I  do  not  think  we  ought 
to  do  anything  that  would  place  a  bank  which  is  helping  its  farmer  customers, 
even  one  that  needs  help  itself,  at  a  disadvantage. 
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WhenT  weilt  through  the  West,  as  I  stated  in  my  report  to  tlie  President^ie 
nilsSe  cSious,  even  in  those  secti.ms  which  have  ^^^^J^^.^, 

.drou-dit  were  bettei-  than  thev  have  been  tor  many  years.  I  understand  tnat 
si,  ce   liVrthen^  has  been  too  much  moisture  in  some  districts  and  too  mud^ 

4now  and  ice  in  others,  but  I  stiU  beUeve  that  the  outlook  for  the  coming  season 

lift  the  best  we  have  had  in  several  years. 

^Cr^i?  conditions  are  enormously  relieved ;  and  the  repayments  we  are  recei- 
ine  from  the  banks -every  day,  many  of  them  in  advance  m  the  due  dati  .«„ 
m^ure  tie  gr^t  Impro^eit  that  has  tak«i  place  in  the  ugncultural  and 

"  Y2SavTe**?Seived.  in  addition  r<.  .$4,000,000  on  one  old  exiH>rt  loan  from 
an   industrtal  corpomtion,  repayments  totaling  $539,000  on  '^l^^f^ 
agricultural  and  live-stock  advances.    These  repayments  '•«P««f°t 
hogs  by  Iowa  farmers,  sales  of  cotton  by  southern  fanners,  ajid  liquidation  of 
commodities  by  co(.perative  marketing  organizations. 

For  instance,  yesterday  we  received  $91,000  from  the  Idaho  and  Wash  ngton 
Wheit  Growei*'  Asso<aations  and  the  Oklahoma  Cotton  Growers'  Associate  m. 
•The  ly  S«  yesterday  we  received  $668,000,  of  which  .<307.0<.o  <  a.H.  trom 
ibout  4or-50  small  banks  in  the  different  sections  ..t  the  <  ;»""ti->',.=''''.V-!^?'  ^.^J 

the  marketing  cooperatives,  while  .$92,000  represente<l  the 
live  stock  and  $150,000  of  export  loans.   The  previous  day  we  received  '?6S'.<J««. 
if  which  $4.59!oOO  was  repaid  by  banks,  $159,000  by  cooperative  marketing 
organizations.  $49,000  on  live-stock  advances,  and  about  $18,000  on  ^port  Kwns. 

In  some  f^tates  we  have  observed  a  condition  whiph  indicates  that  a  good 
desiPof  the  trouble  has  resulted  from  the  lack  of  sufficient  money  on  the  land— 
the  inability  to  borrow  money  at  reasonable  rates  on  farm  or  ranch  morti^ii^es^ 
Although  it  was  not  my  special  business  I  canvassed  the  »l«"er  ^ith  the 
life  insurance  companies  last  fall  and  asked  them  to  go  into  t  e  /an  - Oan 
mortgage  bus-iness  With  all  the  resources  they  had  available  for  that  pur  ose 
and  I  received  some  verv  satisfactory  and  gratifying  assurances.  One  of  ihem 
told  me  if  I  remember  correctly,  that  its  loans  on  farm  mortgages  for  the 
year  1921  would  aggregate  $40,000,000;  and  all  of  them  indicated  their  willing- 

"^rlie^fTiTO-Tan' system.  I  understand,  has  been  making  loans  >««ently  at  the 
rate  of  about  $18,000,000  a  month,  as  against  approximately  $12.ooo,(M^  a 
mouth  last  fan.  1  conferred  with  the  Federal  Farm  Loan  Board  here  about 
the  farm^oan  situation  just  before  I  went  W^t.  ..„,i  tpx.,«. 

In  certain  States  like  Wyoming,  ^iontana.  Colora.lo.  New  Mex  o.  and  "lexas 
•the  need  for  mortgage  money  is  not  being  ade<iuately  u>et  by  the  system  ne- 
cnnse  of  the  limitation  which  prevents  the  land  banks  from  lending  tl""' 
•$100<^)  to  anv  one  borrower.    As  T  am  sure  yon  appreciate.  .$10,00U  would  not 
be  verv  helid^ul  to  the  western  grain  farmers  who  cultivate  extensive  acreages 
or  r,)  the  stockmen  whose  ranches,  to  be  economical  producmg  units,  must 
be  conducted  on  a  fairly  large  scale.    I  understand  Uiere  never  l»as  >een  a 
satisfactory  market  for  mortgages  on  land  that^te  devot^  to  stock  m^  ng.  no 
matter  how  w^l  suited  for  the  purpose,  and  although  the  valuations  per  a<  l  e 
are  smaU,  the  stockmen  have  been  compelled  to  pay  high  rates  ot  nit-,  <-t  .n 
ranch  mortgages,  and  even  then  it  has  been  difficult  for  them  to  get  n.oney^ 
'This  was  especiallv  true  when  competition  for  capital  forced  up  the  l"i<^f.^f 
^financial  accommodations  so  that  even  the  best  borrowers  had  to  pay  high 
rates  on  liquid  securities,  as  was  the  case  a  year  or  a  year  » 
•The  ni.n-l<et  for  hind  mortgages  was  at  a  great  disadvantage,  and  this^tuatlon 
vva-  undoubt*  dh-  responsible  for  some  of  the  congestion  in  the  banks  of  the  live- 
stock  territorv,'  because  they  became  loaded  down  with  land  loans.    In  mwty 
•cases  they  did  not  intend  to  make  land  loans;  they  merely  financed  he  ^ 
rent  operations  of  the  stockmen,  but  as  these  operations  dul  not  return  the 
money^aned  and  frequently  involved  losses,  they  took  mortgages  on  the  laud 

"^.8  security'  *  * 

'    I  have  suggested  the  formation  in  several  Western  States  of  ad.litional  joint 
•stock  land  ituiks.  which  are  authorized  to  lend  from  $.S7..->00  to  $oO.O(>.)  on  one 
-Oieee  of  land.    Such  a  bank  has  been  established  in  Wyoming  ajid  others  we 
in  process  of  formation  in  other  States.   I  feel  that  in  certain  districts  a  lar^r 
sm  plv  of  monev  on  land  at  reasonable  rates  will  be  very  h^pful  to  the  banks 
and  through  the  banks  to  the"  farmers,  because  it  wlU  result  in  the  transfer  ot 
unliquid.  so-caUed  frozen  loans  out  of  the  banks,  where  they  do  not  b.-iong^ 
into  the  hands  of  investors,  where  they  do  belong,  and  make  it  easier  i^.  the 
n>anks  to  finance  the  eoweat  agricultural  needs  of  the  farmers.    Orf  my 
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recent  trip  I  was  iiifoiiued  that  more  inoney,  and  more  reasonable  money,  is 
beconiiii.u  availabie  for  mortgage  purposes  throughout  the  western  country, 

Ak  the  figures  I  have  given  indicate,  our  funds  bave  been  used  in  large  part 
to  provide  a  rediscount  facility  for  country  bimks.  Approximatdy.  85  per  cent 
of  the  banks  to  which  we  have  made  lows  are  State  banks  and  trust  com- 
paiiies,  while  only  about  15  per  cent  are  national  banks.  In  terms  of  dollars 
the  loans  to  State  banks  represent  about  80  per  cent  of  the  whole  and  to  na- 
tional banks  about  20  per  cent.  This  indicates  the  need  of  a  redij^couut 
facility  for  the  country  bank.    Now,  how  to  get  that  is  the  problem. 

I  have  suK^^este;!  that  tlie  State  banks  should  be  encouraged  to  join  the  Fed- 
eral reserve  system.  As  a  matter  of  fact,  out  of  more  than  11,000  State  insti- 
tutions that  are  eligible  for  m^bership,  so  far  as  the  capital  requirement  is 
concerned,  only  1,595  have  joined  so  far.  Without  attempting  to  indicate  the 
ways  and  means,  I  feel  that  it  would  be  higtily  desirable. to  encourage  the 
nine  thousand  and  odd  nonmember  State  banks,  or  a  considerable  part  of  them 
at  least,  to  enter  the  system  so  that  they  may  have  availabU^  tlie  rediscount 
facility  which  our  experience  indicates  is  necessary  for  them.  Certainly  it 
has  been  necessary  during  the  emer^sency.  and  I  believe  it  wouhl  be  most" 
valuaWe  to  them  and  to  the  agricultural  interests  in  the  long  run, 

T  have  suggested  also  that  the  present  limitation  on  the  amount  of  capital 
lequired  to  join  the  system  should  be  reduced,  I  understand  that  a  similar 
suggestion  lias  been  made  before,  although  I  came  to  the  conclusion  quite  inde- 
pendently. I  think  all  member  banks  should  have  adequate  capital,  but  it 
might  be  practicable  antl  advantageous  to  reduce  the  present  minimum  of 
$25,000  to  $15,000,  provided  satisfactory  assurance  is  given  that  in  the  CQUrse 
of.  say.  two  years,  the  capital  will  he  increased  to  a  mininmm  of  »$2.'),0(H>. 

I  expressed  tlie  opini<»n  in  my  report  to  the  President  that  a  limited  anionut 
of  branch  hanking  by  national  hanks  would  be  very  helpful  to  the  agricultural 
districts.  My  oi)inion  in  this  matter  is  based  on  the  experience  of  the  War 
Finance  Corporation  in  connection  with  a  considerable  number  of  exceedingly 
snuiU  banks— banks  with  a  capital  of  only  $5,000  or  $10,000.  Without  dispar- 
agement to  many  small  but  useful  institutions,  you  can  readily  see  that  a  bank 
with  $10,000  capital  and  deposits  of  $70,000  or  $80,000,  or  even  $110,000  or 
$120,000  (which  is  all  that  a  $10,000  bank  ought  to  take),  with  an  overhead 
expense  for  banking  quarters,  proper  management,  and  safes  and  paying  per- 
hai>s  3  or  4  per  cent  on  deposits — such  a  bank  may  not  be  a  money-making  prop- 
osition, and  therefore  not  a  sound  proposition,  notwithstanding  the  fact  that 
its  loans  may  carry  10  per  cent,  which  is  usurious  from  the  point  of  view  of 
tiie  borrower.  And  furthermore,  so  far  as  I  have  been  able  to  ascertain,  they 
do  not  serve  the  small  communities  as  they  should.  With  all  due  respect  to 
the  dangers  of  centralization  in  banking— and,  of  course,  we  must  admit  that 
the  War  S^nance  Corporation  is  a  very  highly  centralized  form  of  banking,  suit- 
able only  for  temporary  emergencies^ — in  spite  of  that  and  with  no  idea  of  ad- 
vocating extensive  branch  banking  in  the  national  banking  system,  I  believe 
that  the  country  communities  would  be  better  served  by  permitting  nationiil 
banks  to  establish  a  limited  number  of  branches,  say  two  or  three,  within  a 
limited  radius  from  the  parent  bank. 

I  say  within  a  limited  radius.  By  that  I  mean  within  the  county  or  within 
an  area  to  be  determined  by  the  Comptroller  of  the  Currency  or  by  some  other 
official  authority.  In  my  opinion,  the  very  small  towns  would  be  better  served 
by  branches  of  national  banks,  with  good  capital  and  good  organization,  than  by 
these  thousands  of  small  banks  that  can  hardly  make  a  go  of  it,  although  in 
some  cases  they  do  succeed.  Tlie  overhead  charges  and  the  interest  they  pay 
frequently  make  it  impossible  for  them  to  lend  money  at  reasonable  rates. 
Ten  per  cent  is  too  high  for  the  farmer,  but  at  the  same  time  it  may  be  too  low 
to  permit  the  bank  to  make  any  money.  These  high  rates,  I  think,  are  largely 
due  to  the  necessities  of  the  small  banks. 

I  will  pass  over  the  live-stock  situation  for  the  moment  and  refer  to  it  later, 

I  have  already  touched  upon  the  cooperative  marketing  organizations*  We 
have  aK>roved  large  loans  to  such  oi^anizations  on  cotton,  wheat,  tobacco,  rice, 
and  other  commodities,  and  I  want  to  say  here  that  our  dealings  witib  them  have 
been  entirely  satisfactory  and  that  their  management  has  met  all  our  require- 
ments and  regulations  in  a  very  whole-hearted  way.  They  have  not  at  any 
time  insisted  on  anything  that  was  not  proper,  and  they  have  complied  fully 
with  the  principle  of  orderly  marketing.  Our  loans  to  these  organizations 
have  been  exceedingly  helpful :  in  fact,  it  was  largely  through  them  that  we 
were  able  to  reach  the  cotton  situation  on  a  broad  scale  and  in  an  effective  way. 
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The  number  of  marketing  cooperatives  1»  Increasing  and,  when  they  are  soundly 
organized  and  properly  managed,  their  operations  are  bound  to  be  helpful  to 
the  agricultural  interests  and,  in  fact,  to  the  business  of  the  country  at  large. 

California,  perhaps,  has  suffered  less  from  the  f«ricultural  depressi<m  than 
any  oUier  agricultural  State,  and  there  cooperative  mai^eting  has  been  carried 
on  in  its  most  highly  developed  form  and  on  a  very  extensive  scale.  Its 
products  have  been  marketed  in  an  orderly  way.  While  the  War  Finance 
Corporation  has  not  loaned  very  much  money  to  the  cooperatives  in  California, 
this  is  due  to  the  fact  that  many  of  them  are  so  well  established  that  their 
banking  credit  is  as  good  as  that  of  the  best  privately  owned  and  managed 
corporations  in  the  State.  If  I  remember  correctly,  $250,000,000  worth  of  agri- 
cultural products  were  marketed  through  the  California  cooperatives  last  year. 
We  have  loaned  them  only  about  $1,500,000,  because  they  were  able  to  finance 
themselves  through  the  local  banks.  On  the  whole,  the  banks  in  Oallfomia  are 
in  very  good  condition  and  are  able  to  meet,  for  the  most  part,  the  needs  of 
the  agricultural  interests  of  the  State. 

Marketing  through  cooperative  organizations  involves  fundamentally  rhe 
more  gradual,  the  slower  marketing  of  the  product,  and  as  I  said  ])efore  a 
nine-month  loan  to  such  organizations  on  wheat — I  do  not  mean  nine  months 
for  all  of  it,  but  merely  up  to  nine  months'  time  in  which  the  product  nmy  be 
gradually  marketed— seems  to  me  to  l>e  just  as  sound  banking  as  a  90-day 
loan  to  a  manufacturer,  the  sale  of  whose  commodity  depends  upon  a  purchas- 
ing power  that  can  not  always  be  counted  on  in  advance.  The  wholesale  can- 
cellation of  orders  in  the  summer  and  fall  of  1920  produced  a  situation  which 
demonstrated  clearly  that  the  short-time  paper  of  a  manufacturer  is  not  ah\  ays 
as  liquid  as  it  is  supposed  to  be.  He  may  find  himself  face  to  face  with  the 
same  difficulty  that  has  confronted  the  farmer— inability  to  market  his  product 
before  the  maturity  of  his  note.  Some  unexpected  calamity  might  easily  arise 
which  would  upset  his  calculations  and  throw  his  whole  marketing  program 
out  of  gear.  For  instance,  when  war  was  declared  in  1914,  cotton  exports  to 
Germany,  which  normally  takes  large  quantities,  were  cut  off ;  but  you  have 
bad  the  same  experience  also  with  manufactured  and  other  products. 

I  feel,  thCTefore,  that,  in  financing  the  cooperative  marketing  associations, 
due  recognition  should  be  given  to  the  fact  that  even  a  six-months'  maturity 
may  not  be  sufficient  to  permit  the  orderly  marketing  of  at  least  a  portion  of 
the  product. 

I  will  turn  now  to  the  matter  of  live-stock  tinancing,  wliich  I  think  is  one  of 
the  largest  single  problems  we  have  before  us.  On  my  recent  trip  I  visited 
practically  everv  State  in  the  territory  west  of  the  Mississippi  River,  where 
the  live-stock  industry  is  so  important.  It  is  not  an  overwhelming  factor  in 
California*  but  there  are  over  6,500,000  head  of  live  stock  even  in  that  State. 
Arissona  is  an  important  live-stock  State.  Texas  is  overwhelmingly  Interested 
in  it  New  Mexico,  Colorado,  Wyoming,  Montana,  Utah,  Nevada,  Oregon,  Wash- 
ington, and  South  Dakota  all  have  important  live-stock  interests.  The  same  is 
trne  of  the  western  part  of  Nebraska;  and,  of  course,  live  stock  is  a  great  in- 
dustry in  the  Corn  Belt— not  the  breeding  end  of  the  business  but  the  fattening 
and  feeding  oi^erations.  •   «  ^ 

There  is  hardlv  a  more  important  industry  in  the  United  States  than  live 
stock.  Statistics  show,  I  believe,  that  there  is  as  much  capital  invested  in  the 
plant  and  equipm«it  necessary  for  the  production  and  marketing  of  live  stock 
as  there  is  in  all  the  railroads  of  the  United  States.  I  think  the  Department 
of  Agricultural  estimated  the  value  of  the  total  output  of  live-stock  products  last 
year  at  over  $4*000,00a,000.   So  you  can  readUy  see  that  it  is  a  tremendous 

factor.  .  , 

While  the  moilificat'on  of  our  banking  conceptions  and  pract  ces  is  essen. uU 
to  the  more  orderlv  marketing  of  our  agricultural  products,  the  live-stock  situa- 
tion, in  some  respects,  at  least,  presents  greater  difficulties,  because,  as  I  stated 
in  my  report  to  the  President,  the  industry  has  never  been'  properly  financed  It 
involves  a  turnover  of  two  or  three  or  three  and  a  half  years,  and  there  is  no 
**home"  to-day  for  I  ve-stdck  paper  of  ihnt  duration.  A  lot  of  H  is  in  the 
banks,  where  it  does  not  belong;  a  lot  of  it  has  been  financed  throu^^l)  loan 
companies— that  was  the  normal  way  before  the  recent  collapse— but  many 
of  these  companies  are  husv  taking  care  of  their  old  troubles. 

Seejig  the  importance  of  th's  situation,  whUe  on  my  first  trip  thromrh  the 
West  last  September.  I  urged  the  hankers  and  hu"^iness  men  in  the  States  that 
are  especially  interested  in  live  stock  to  form  new  loan  companies  through 
which  we  could  function  quickly.    Salt  Lake  took  the  lead  and  promptly  or^ 
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^;niizeii  a  couiiiuiiy  with  a  subscribed  eapitui  of  $250,000,  wlilch.  tui)»^^i}iie  beem 

increased. 

At  Clie.veiiae  tlie  next  day  I  tuld  what  Salt  Lake  had  undertaken  to  do  and* 
asked  that  Wyoinhig  take  similar  action.  I  was  there  only  a  few  hours,  hut 
the  next  day  I  received  word  in  Denver  that  it  had  been,  decided  to  form  w 
company  in  Wyoming  and  that  $200,000  had  been  subscribed  at  the  first  meet- 
ing. Th's  w  as  done  through  the  efforts  of  the  publiCH^irited  bankers,  business 
men.  and  stockmen  of  the  State.  That  company  now  has  a  subscribed  cai>ital 
of  ar>proxiniately  $1.0(X»,(HK),  of  which  $500,000  has  been  or  will  be  invested  in-. 
(Jovernnient  securities :  and  we  have  loaned  over  $6,000,000  through  it.. 
Ka(  h  l(iau  is  *  arefully  inspected,  uud  I  believe  that  tlie  loans  are  as  safe  as  any 
we  liave  nuule. 

In  Texas  a  company  with  nearly  $1,000,000  casli  capital  paid,  in  has  beeni 
formed  and  is  in  active  operation.  In  New  Mexico  about  $600,000  has  been 
paid  into  a  compariy  wh!ch  is  functioning  succesiSEiaiy  in.  that  State ;  and 
several  other  companies,  each  with  substantial  capital,  Have  been,  organized  in' 
tlie  Western  States, 

\\'hile  we  have  encourajred  the  formation  of  these  companies,  it  is  understood, 
of  (•oiirs(\  that  eacli  eouipaiiy  stands  on  its  own  nier'.ts  and  bus  no  peculiar  <»r* 
f;iv<»re(l  relationship  witli  the  War  Finance  ( '(»rporation.  Loans  have  been  inadp 
not  only  tlirough  them  but  also  through  banks  and  through  some  of  the  old  loan! 
i«ompanies  that  were  still  able  to  funct  on.  Altogether,  our  loans  on  live  stock 
aggregate  about  $78,000,000,  and  unquestionably  they  have  been  a  vitail  factor 
in  Ktabilizing  the  live-stock  situatlmi* 

But  the  War  Finance  CJorporation  is  a  tmuporary  organ *zatiou.    And  I  do- 
vat  believe  that  the  old  loan  companies,  connnonly  called  "packer  companies,*** 
wliich,  f<»r  the  most  part,  were  owned  and  controlled  in  Chicago,  Kansas  City,. 
Omaha,  INtrtlaiuI.  <>reg.,  and  Fort  AV<»rth,  will  a^ain  cany  tho  Hurden  they  dkl:. 
The  owners  have  stood  hy  tlx^se  coinitanies  !n  a  remarkable  way  and  have  itutin- 
tained  their  solvency,  although  it  re<iuire(1  m'llions  of  dollars  to  do  so.    Ir  was* 
necessary  to  provide  $7,000,000  additional  cash  for  one  conu^any  in  order  to  keesv 
it  go  ng.    The  i>aper  of  these  companies,  however,  was  never  sold  merely  as 
live-sttick  loans:  H  was  sold  always  on  the  basis  that  one  of  the  large  packing^ 
<Hincems  was  hael^  of  it.  They  liave  stood  back  of  it.  But  r  question  very  much 
e:thei-  the  probability  or  the  desirab'lity  of  hav  ng  the  live-stock  industry 
tinaiu  tvl  hy  a  few  large  ccmipanies  whose  credit  *s  really  the  credit  of  the  large- 
pack 'ng  companies.    Instead,  there  are  these  new  companies  that  have  been 
formed  locally,  with  l<»cally  suhscr'hed  ca]»!tal,  and  I  hope  they  will  continue  to- 
function  even  after  the  emergency  is  (M)mpletely  over.    T  say  this  with  no  iV.y^- 
paragement  to  the  older  companies,  because,  as  I  have  said,  their  owners  have- 
stood  by  them  in  a  remarkable  way. 

As  there  is  now  no  place  in  our  machinery  where  loans  on  live  stock  can  be- 
oI>talne?  with  the  assurance  that  the  money  will  be  available  for  longer  thap' 
six  months,  although  the  need  is  for  two  and  a  half  to  three  and' a  half  years^ 
T  think  Congress  would  be  justified  in  giving  the  matter  prompt  consideration. 
I  know  that  many  bills  relating  to  agricultural  financing  have  been  ihtroducefl, 
Imt  T  would  like  ro  suggest  that  the  live-st<»ck  situation  be  given  a  place  of  spe- 
cial in»iH»rtance,  and  perhaps  considered  separately. 

What  wc  need,  in  my  opinion,  is  a  systeni  of  rediscount  hanks  for  live  sTock 
l>aper,  and  such  a  system  couM  not  and  should  not  consider  agricultural  paper, 
in  general.  In  the  main,  the  institutions  that  will  lend  on  live  stock  are  not 
the  institutions  that  will  handle  general  agricultural  paper,  and  I  feel  that  tbe 
problem  can  be  more  efficiently  handled,  more  suceessfnUy  tiandled;  If  it  is^ 
treated  as  a  separate  proposition. 

Another  reason  for  special  consideratiow  at  this  time  is  this:  There  is  no 
machinery  for  live  stock  financing  today  outside  of  the  War  Finance  Corpora- 
tion and  what  the  hanks  are  able  to  do.  As  to  the  banks.  T  do  not  know  of  any 
in  the  western  country,  in  the  range  country,  that  are  equipped  to  handle  live- 
stock lo;tns  oil  ;i  large  scale.  Owing  to  recent  experiences,  the  old  machinery 
is  no  longer  functioning  effectively,  and  I  do  not  think  the  large  hanks  iii  New- 
York  and  Chicago  and  Omaha  are  anxious  to  do  the  volume  of  business  that 
would  be  required  if  they  were  to  take  over  the  live-stock  financing  perman- 
ently. 

The  magnitude  and  importance  of  the  industry,  and  the  relief  that  wouhT 
come  to  agriculture  in  general  through  the  provision  of  adequate  live-stocte 
financing,  make  this,  in  my  opinion,  a  matter  which  ought  to  be  specially  and' 
separately  considered*   The  industry  itself  not  oid^*  has  never  been  properljf;^ 
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financed  :  in  my  judgment,  it  has  never  been  proi»erly  conducted.  Tt  has  in- 
volved too  much  of  the  personal  element:  and  the  whole  system  of  supervision 
and  inspection  needs  radical  development  and  improvement.  The  men  in  the 
industry  th€»nsdv6s  realize  this  and  I  am  sure  they  will  cooperate  in  any  effort 
to  improve  the  system. 

It  is  going  to  take  time  to  provide  the  new  machinery  that  is  needed.  Other 
branches  of  agriculture  could  be  financed  effectively  and  quickly  under  almost 
any  one  of  the  many  plans  that  have  been  proposed  in  pending  bills,  but  it  will 
take  some  time  to  get  the  live  stock  tinancing  machinery  established  and  in 
active  operation,  because  it  requires  some  new  conceptions  and  metho  ]s.  as  well 
as  some  new  machinery,  and  all  these  caimot  be  brought  about  in  a  short  time. 

The  subject  is  so  big  that  one  could  discuss  it  at  great  length,  hut  I  have 
tried  to  give  you  a  rather  brief  survey  of  the  situation  as  I  have  had  an  op- 
portunity to  see  it  While  we  have  had  a  difficult  and  disturbing  experiaice 
during  the  past  two  years,  I  feel  that  if  we  profit  by  that  experirace  and  get 
some  comprehensive,  intelUgait  and  real  American  ccmccfrtions  alMmt  our  finaur 
rial  needs  and  do  what  is  necessary  to  meet  them,  the  bard&diips  we  have  suf- 
fered will  not  have  been  in  vain. 

In  my  judgment,  sound  policy  and  wisdom  recpiire  the  development  to  the 
utmost  of  existing  institutions  and  existing  facilities  rather  than  the  setting 
up  of  a  lot  of  new  machinery  to  do  the  things  that  can  be  done  and  should  be 
done  by  adapting  existing  machinery  to  conditions  which,  perhaps,  have  always 
existed  but  which  were  not  fuUy  understood  or  appreciated  until  this  acute 
crisis  occurred.  But  on  the  live  stock  proposition  tiiere  is  now  no  madiinery, 
and  therefore  I  feel  that  it  is  ^titled  to  eariy  and  spedal  conedderation. 

I  have  deemed  it  a  great  privilege,  gentlemen,  to  participate  in  this  work. 
It  has  been  a  difficult  task,  but,  at  the  same  time,  it  has  always  been  inter- 
esting, ami  the  board  of  directors  <»f  the  corporati(m  :ui<l  the  entire  stafl".  I 
want  to  say.  have  worked  with  very  remarkable  devotion  and  industry.  They 
have  heen  n^ady  and  willing  at  all  times  to  work  at  night,  on  Sundays  and 
hoIi<lays.  when  it  was  necessary  to  speed  u\)  the  business.  We  (h»  not  have 
to  oj>erate  at  forced  pressure  now,  becan.se  the  organization  is  more  adetpiate 
to  handle  the  business,  and.  furthermore,  there  has  been  a  marked  decline 
in  the  applications  for  advances.  The  expressions  from  the  country  ranc^ming 
t;be  success  of  tlie  work  have  he&k  most  gratifying  to  ine,  but  I  w^ould  like 
you  to  understand  that  we  have  a  fine  organisation.  Mr.  Henderson,  our 
general  coimsel,  who  is  here  with  me.  has  heen  extraordinarily  helpful,  aiid 
Ave  have  had  the  finest  sort  of  cooperation  from  bankers,  business  men,  and 
farm  organizations  througlumt  the  country. 

If  you  gentlemen  want  to  extend  the  life  of  the  corporation  for  another 
year  I  suppose  we  may  accept  it,  in  part,  as  a  mark  of  yonv  a|)proval,  and,  in 
part,  as  a  mark  of  your  feeling  that  the  need  continues.  Frankly,  the  difficulty 
will  be  to  maintain  the  volunteer  organization  that  has  been  the  backbone  of 
the  work.  I  refer  to  our  local  committees,  33  in  number*  the  members  of  which 
have  given  generonedy  of  their  time  at  a  sacrifice  to  their  pai5N»nal  busiiiess 
and  without  any  remuneration  whatever. 

Personally,  T  hesitate  to  recommend  the  continuation  of  any  i^'overnmental 
activity,  because  I  know  that  (Government  officials  are  always  suspected  of  trying 
to  perpetiiate  their  powers.  Hut  I  can  say  that  all  the  members  of  the  hoard 
of  directors  of  the  corporation  wouhl  be  very  much  gratified  if  conditions  were 
such  that  it  would  be  possible  t<»  discontinue  the  work  at  this  time,  because  they 
are  all  working  here  in  a  spirit  of  public  service. 

Mr.  Luce.  Mr.  COiairman.  if  Mr.  Meyer  has  completed  his  statement  I  would 
like  to  address  some  questions  to  him  upon  the  point  that  he  has  Just  reached 

in  his  remarks. 

Mv.  King  (in  the  chair).  Have  you  concluded,  Mr,  Mey^? 

Mr.  Mkykk.  Yes.  Mr.  Chairman. 

Mr.  IjVCk.  I  recall  to  y<mr  mind.  s(»  that  we  may  get  the  riglit  atmosplu're, 
that  my  original  oi^position  to  the  extension  of  the  life  of  the  War  Finani-e 
Corporation  was  based  ni»on  my  belief  that  private  capital  was  ready  to  do 
the  work  and  that  I  have  no  animus  whatever  in  my  attitude  toward  you  nor 
vour  corporation,  and  I  would  like  to  put  it  in  the  record  that  I  am  very  grateful 
for  the  work  that  you  have  done,  .the  efficient  w<irk  that  you  have  Hone  and 
I  am  also  grateful  for  the  help  that  has  come  to  the  fanners  of  the  coiuitiT, 
only  still  persisting  in  my  belief  that  private  capital  could  have  accomplished 
the  work.  However,  you  haA^e  brought  yourself  in  y<»ur  remarks  to  the  ouestion 
of  the  bill  before  us.   You  have  given  nmch  illuminating  iuforniutiou  about 
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the  work  of  the  corporation  diirins  the  past  year,  and  you  have  also  eulightenfid 
us  as  to  various  measures  that  are  before  ^he  committee,  but  I  confess  I  dW 
Zt%et  from  vour  remarks  the  detailed  informatioB  that  I  tWiJ  would  be 
helpt-ul  to  me  iis  to  the  particular  proposal  now  before  us,  that  of  continuing 
the  life  of  the  corporation,  and,  perhaps,  to  get  your  views  upon  the  matter 
eoneretelv  I  might  take  up  item  by  item  the  various  branches  of  the  n\  oi  k  and 
Jou  why  ta>ourjudgS»ent  it  is  neeessary  to  continue  the  work  beyond  the 

^*In  nSIt  place,  am  1  right  in  my  recollection  that  the  life  of  your  corponi- 
tion  will  not  cVase  With  the  1st  of  July,  but  that  you  will  continue  in  any  event 
until  these  loans  have  been  paid  backV  ,  . 

Mr  Meyer  The  authoritv  to  make  new  loans  expires,  under  the  present  law. 
on  Tuiri -the  renewal  privilege  continues  for  2  years.  That  is  to  say,  any 
hnn  made  between  now  and  July  1,  as  the  law  now  stands,  may  be  renewed 
on  maturUy  f^^^^^  not  Jce^g  3  years  flrom  the  dat«  on  which  the 

^*'^''l?tS.^  iS^^thT^ncrete  proposition  before  us  now  is  whether  Congress 
Shall  authorize  you  to  make  new  loans  after  the  1st  of  July  i 

ml:  M."" w[tt' that  in  mind,  let  us  take  up  these  different  classes  of  l0|^. 
We  will  take  them  right  in  the  order  which  you  »»f "^lon^  thwn  totoe  ^ 
dent's  report  At  that  time  you  said  you  had  made  more  than  6,900  loans  to 
Sks  n  the  agricultural  sections  of  the  counter.  ,  Will  you  Pl^J^f^^L" 
to  us  why,  in  vour  judgment,  a  public  agency  should,  after  the  1st  of  July, 
make  nevv  loans  to  banks  in  the  agricultural  sections  of  the  country  ? 

m  B^nsTof  the  condition  of  the  banks  in  the  agricultural  dis- 

tricts' And  I  may  say  that  we  are  constantly  receiving  suggestions  from  the 
SmllServrbLks  that  we  should  make  a  loan  to  a  bank  n  a  particular 
•diSct.  because  some  of  the  paper,  which  they  took  as  f^ort-time  paper  has 
turned  out  to  be  slow  paper.  We  can.  as  you  know,  make  loans  for  alonger 
vJi^o  \  than  the  Federal  reserve  banks  can.  Considerable  reU^  has  come  to 
tli^  rge  ci^y  banl!s  through  the  War  Finance  Corporation's  t^,?f,  ^^Jf  .^JT 
of  the  l.jans  which  did  not  conform  to  the  short-time  chawcter  of  their  business 
With  ou^  authority  to  carry  these  loaiis  for  a  year,  t^^^f  ^^^^^th^ 
with  the  privilege  of  r«iewal,  if  necessary,  we  have  been  able  to  ass.st  them 

Mr  Ltjce.  But  that  is  water  that  has  flowed  over  the  dam.  I  am  asking  now 
for  the  concrete  reason  why  Congress- should  authorize  you  to  make  new  loans 

'*"m^"\E^^^^^  the  situation  that  required  it  in  the  J^^^*  iM^^ 

exists,  in  part  at  least;  because  we  are  still  receiving  about  100  aPPj^^^J^ 
a  ieek  from  banks ;  and  because  cooperative  mapketing  organizations  stUl  need 

some  assistance. 
Mr.  Luce.  We  will  come  to  that  later,  if  you  please. 

Mr.  Meyeb.  All  I  can  say  is  that  the  country  banks  tliemselves,  f  ^^\f  J^^^ 
as  I  know  the  Federal  reserve  1)anks,  and  the  larger  city  banks  teel  that  it 
-wonld  be  helpful  to  continue  it,  because  the  conditions  which  made  it  necessary 
for  the  corporation  to  function  during  the  past  year  is  not  entirely  past. 
Mr.  Ltce.  It  is  not  entirely  past?  . 
Mr  Meyer.  No  ;  of  course,  you  understand  that  we  ate  not  gomg  out  and 
seekinir  business  to-day  as  we  did  in  the  beginning.    TJje  ^^^^""^ 
applications  indicates  that  relief  has  been  effected  and  ttat  the  need  has  bera 
met  to  a  certain  extent,  but  there  are  still  some  districts  where  the  improve- 
mmt  is  not  as  extensive  as  it  is  in  others;  that  is  to  say,  where  the  nnpime- 
ment  eittier  in  agriculture  or  In  the  condition  of  the  country  banks  is  not  so 
apparent   Iowa,  perhaps,  was  in  as  bad  a  condition  as  any  State  in  the  coun- 
trv^vhere  we  began  to  operate,  but  the  situation  tliere  is  greatly  improved  and 
during  the  past  four  or  five  months  we  have  received  repayments  aggregating 
$2  500  000  on  our  h^ans  in  that  State,  which  totaled  about  $23,000,000.    I  ^ 
not  sav  the  same,  however,  of  North  Dakota,    "s  wheat  ^ 
market  earlv  in  the  season  and  there  will  not  be  much  liquidation  untU  ttie  new 
crop  is  harvested  and  marketed.   Texas  is  still  in  a  strained  condition ;  and 
we  are  still  receiving  a  considerable  nmnber  of  applications  from  UMiaiionia 

and  from  other  States.  ,  „  ... 

Mr  LiTCB-  But  it  is  true,  is  it  not,  that  at  least  the  universal  mass  of  testi- 
mony is  to  the  effect  that  the  froz^  credit  has  been  largely  meltea? 
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Mr.  Meyer.  It  has  in  certain  districts.  I)ut  in  others  ir  has  not.  You  know 
that  wlien  we  take  over  frozen  credit  it  does  not  liquidate  it.  It  is  liquidated 
for  the  bank,  but  it  is  still  there. 

Mr.  LxTCE.  I  understand. 

Mr.  Meteb.  And  100  applications  a  week  indicates  that  there  is  still  some 
need/  One  hundred  a  week  is  only  about  25  per  cent  of  the  peak  number,  but 
still  it  represents  a  considerable  volume  of  business.  I  sliould  feel  very  sorry 
if  we  had  worke<l  for  six  months  and  had  not  produced  some  results. 

Mr.  Luce.  I  am  asking  now  why  there  should  be  new  loans,  and  you  tell  me 
it  is  l)ecause  of  the  necessity  of  rediscounts. 

Mr.  Meyer.  That  the  situation  is  not  entirely  past. 

Mr.  Luce.  I  might  put  it  that  it  is  necessary  to  rediscount  certain  froz^ 
credits  that  are  not  going  to  melt  this  summer. 

Now,  I  picked  up  at  random  here  the  statement  of  one  banlc,  a  Georgia 
bank,  and  I  And  that  the  loans  that  you  have  made  to  it  are  secured  by  151 
notes.  One  of  these  notes  falls  due  in  May ;  34  fall  due  in  June :  one  in  Sep- 
tember, 104  in  October,  and  11  in  Novenil)er.  Now,  with  the  greater  part  of 
those  notes  falling  due  in  October  and  November,  will  not  the  harvest  of  this 
year  furnish  funds  to  meet  the  obligations,  in  all  prol»al)ility? 

Mr.  Meyer.  I  hope  so;  l>ut  if  you  can  tell  me  what  the  harvest  this  year  is 
going  to  be  you  can  do  something  that  no  one  else  can  do.  You  must  remember 
that  the  l)anks  are  confronted  with  a  condition  of  debt  and  distress  created 
by  losses  on  previous  crops.  Some  of  the  old  notes  will  be  paid  off  this  year 
and  some  wiU  not.  But  I  am  exceedingly  hopeful  about  tlie  present  season, 
in  Cfeor^a  the  cotton  growers  had  to  contend  with  the  boil  weevil  <mi  an  ex- 
t^sive  scale  last  year,  and  I  am  not  at  all  sure  that  tht\v  know  how  to  meet 
it  as  well  as  they  do  in  other  States  where  they  have  had  it  longer. 

Mr.  Luce.  I  find  by  this  statement  that  the  largest  loan  is  a  tritle  undt^r 
$4,<M)0.  There  is  another  one  for  about  $2.00(1  There  are  four  loans  from 
$1,0<X)  to  $2,000,  and  there  are  64  loans  between  $100  and  $1,000.  The  great 
bulk  of  the  business  is  below  $1,000. 

Jkl  r  IVIeyeb  Y^es  sir 

Mr!  STEAGAii.  Pardon  me  just  a  moment,  Mr.  Chairman,  we  will  have  to 
answer  this  roll  calL  It  is  now  after  12  o'clodc,  and  we  will  hardly  Imve  time 
to  finish  wltii  Mr.  Meyer  now,  will  we? 

Mr.  Luce.  I  have  no  great  desire  to  keep  him  h«e  or  bring  him  back,  but  I 

have  a  few  more  questions. 

The  Chairman.  I  suggest  that  we  might  recess  until  2  o'clock  or  2.30. 
Mr.  Luce.  I  have  another  committ^^e  meeting  at  2. 

The  Chairman.  That  was  the  understanding,  that  we  would  recess  until  2.30. 
Can  you  come  back  this  afternoon,  Mr.  Meyer? 
Mr.  Meter.  I  shall  be  very  glad  to  do  so. 

Mr.  Stbaoaix.  Your  statement  is  so  satisfactory  that  I  would  not  want  to  put 
you  to  that  trouble  myself,  but  I  think  there  will  l)e  several  people  here  who 
will  want  to  ask  you  some  questions,  so  I  think  we  had  better  take  a  recess  and 

come  back  this  afternoon. 

The  Chairman.  We  will  recess  then  until  2.30  this  aftenioi>n. 

I  Whereupon,  at  12.15  o  clock  p.  m.,  the  committee  recesse<I  until  2.30  o'clock 
p.  m.  this  day.) 

AFtiaiNOON  SESSION. 

The  Committee  reconvened  at  2M  o'clock  p.  m.,  Hon.  Louis  T.  McFadden 
(cliairman)  presiding. 

STATEMENT  OF  MB.  EUGENE  MEYER,  JR.,  MANAGING.  PX&ECIO& 

WAB  FINANCE  COBPOBATION — Besuzned. 

Mr.  Meyer.  I  neglected,  Mr.  Chairman,  to  ask  permission  this  morning  to 
incorporate  in  the  record  some  extracts  from  letters  from  various  sources,  indi- 
cating various  ways  in  which  our  help  has  reached  the  farmer. 

The  Chaikman.  They  will  be  inserted  at  this  point. 
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(The  extracts  referred  to  by  Mr.  Meyer  are  here  printed  :n  the  record,  as 
follows:)  ' 

How  THF  Wab  Finawok  Ookpobation  Reacbis  the  Fabhkb. 

A  FKW  EXTKACTS  ¥»0M  TYWCAI,  X£TTESS. 

"We  are^ad  to  state  that  as  far  as  our  farmer  customers  are  concerned 
th^  have  been  very  well  taken  care  of  during  all  the  time  of  this  financial 
stringency    We  have  had  no  large  demand  for  additional  loans,  biit  it  seems 
to  us  that  the  farmers  stre  deriving  a  great  benefit  from  the  War  Finance  Cor- 
poration by  being  allowed  extensions." 

"  We  are  located  in  one  of  the  best  agricultural  spots  of  .   We  believe 

that  we  are  as  well  acquainted  with  the  farmers'  affairs  as  anyone  who  ig 
dealing  with  tliem,  and  from  actual  exiieriencc  we  can  sav  that  the  aid  we  have 
received  from  you  has  been  the  briglitest  si)ot  in  the  last  two  vears'  work  •  in 
wondering  what  course  we  would  have  pursued  had  "we  not  received 
this  aid.    Oor  farmers  are  as  good  as  any  in  the  State.    Thev  have  worked 

kiJS*?,.^®"®        ^^'y  ^  <^ould,  and  we  kn„w  that  this  aid  has 

enabled  them  to  carry  their  burdens  much  more  easily,  and  eventuallv  we  are 
positive  they  will  get  back  on  their  feet."  .t-.tr- 

"  Previous  to  inaking  the  application  for  this  loan  we  increased  our  bills 
receivalde  nearly  .$.)0.000  to  our  farmer  customers  for  money  actually  advanced 
for  the  i)uri.i)se  of  buyintj  cattle,  and  had  we  not  been  able  to  obtain  this 
advance  from  the  War  Finance  Coriwration.  we  ceitainlv  would  have  been 
obliged  to  call  our  loans  whicli  we  had  made  to  the  farmers,  at  least  to  that 
extent,  as  it  was  loaned  with  the  thought  in  mind  that  we  would  obtain  the 
money  from  the  War  Finance  Corporation."  «  uut? 

"As  far  as  ttis  bank  is  concerned  every  cent  of  the  two  advances  we  have 
had  from  the  War  Finance  Corporation  has  been  used  entirely  in  the  interest 
of  our  farniei-  customers.  Were  it  not  for  this  financial  assistance  it  would 
have  been  absolutely  necessary  for  us  to  have  compelled  our  former  customers 
to  pay  their  loans,  and  in  many  instances  this  would  have  been  disastrous  to 
tnem.  \\  itli  the  assistance  we  are  now  able  to  give  them,  throu^  the  War 
Binance  money,  they  will  be  able  to  continue  their  farnnng  operations  without 
being  forced  into  bankruptcy.  We  sincerely  appreciate  the  assistance  the 
war  finance  act  is  giving  us,  for  we  in  turn  are  able  to  Jielp  our  customers  who 
are  sorely  in  need  of  help."  w«v 

"This  plan  has  saved  us  calling  in  about  mm)  of  (.ur  loans  riint  were  made 
to  the  farmers.  We  think- this  is  one  of  the  best  moves  that  the  (iov  ernmeut 
has  made  for  a  long  time." 

"  We  feel  that  in  this  instance  the  loan  has  been  a  direct  loan  to  the  farmers, 
rhey  have  the  money,  and  through  the  aid  of  the  War  Finance  Corporation 
may  continue  to  use  it.    AVithout  thrs  .-lid  we  should  have  asked  the  tenners 
who  l^ve  been  assisted  in  this  manner  to  have  reduced  this  amount  " 

After  making  our  api)lication  we  either  had  to  call  in  some  of  our  loans 

«oi!^^      ^^^^  ''"siJ'fs'^.  ii'ul   we  borrowed   or  rediscounted 

918600  of  our  paper  with  the    Bank,  which  we  have  or  are  paving  off 

with  the  money  received  from  the  War  Finance  Corporation.  If  we  iiad  n(.t 
anticipated  setting  this  money,  we  would  not  have  felt  at  liberty  to  ask  our 
bank  for  additional  accommodations,  but  knowing  that  we  would  be  able  to 
get  this  money  from  the  War  Finance  Corporation,  we  had  no  hesitancy  in  aid- 
ing for  the  additional  accommodation.  We  are  of  the  opinion  that  it  was  one 
of  the  greatest  moves  the  Government  could  make  for  the  State,  and  especiallv 
the  farmers,  for  I  knew  of  quite  a  number  of  banks,  including  the  one  abov'e 
mentioned,  that  would  have  had  to  call  on  their  fai-mers  to  pav  up,  and  under 
pr^nt  conditions  It  would  have  been  the  ruination  of  the  majority  of  them  " 
It  is  our  opinion  that  every  dollar  we  have  received  from  tiie  War  Finance 
Corporation  has  helped  the  farmer  indirectly  where  it  has  not  gone  to  him 
directly.  Since  receiving  the  advance  from  them  we  have  renewed  or  extended 
probably  several  times  the  amount  of  what  we  received.  With  confidence  that 
in  case  we  need  further  help  we  can  get  it  from  the  same  place.   Since  the  War 

finance  money  came  into    our  local  elevators  have  raised  the  price  of 

corn  boi^ht  over  their  scales  from  22  cents  per  bushel  to  34  cents  at  the  present 

tune.    We  believe  the  money  received  by  the  banks  of   from  the  War 

Finance  Corporation  is  largely  responsible  for  tliis  increase." 


WAB  FINANCE  GOBPOBATION, 


17 


"If  we  could  not  obtain  War  Finance  funds  it  would  be  absolutely  neces- 
sary for  us  to  enforce  liquidation  very  vigorously  and  make  our  borrowers  pay 
up  at  the  time  when  the  sacrifice  would  spdl  ruin  iu  many  casea" 

**  We  are  well  pleased  with  the  prompt  action  of  the  loan  agency,  and  our 
clients  feel  a  great  relief  by  knowing  timt  iin&y  wOl  not  be  called  upcm  to  pay 
their  obligations  at  the  present  time." 

"We  think  the  War  Finance  Corporation  is  doing  a  lot  of  good  in   , 

and  we  appreciate  the  aid  very  much.  When  you  carry  tbe  banks  then  the 
banks  can  carry  the  farmers,  and  that  is  giving  the  farmers  time  to  liquidate 
in  an  orderly  way.  Otherwise  we  would  Ijave  had  to  demand  immediate  pay- 
ment." 

"  We  believe  that  the  War  Finance  bas  been  a  wonderful  help  to  our  fanner 
customers  in  -that  we  have  been  able  to  estrad  tbeir  notes  in  fulU  <^h«:wise 
we  would  liaye  asked  tbem  to  sell  their  grain  and  hay  from  10  to  20  per  cent 
€kC  the  principal  of  each  note.  It  will  tend  to  keep  the  price  of  com  at  a  higher 
level,  as  the  market  need  not  be  flooded.  It  is  making  weak  banka  strong. «  A 
strong  bank  is  an  asset  to  the  farmer." 

"  We  consider  such  advance  a  direct  benefit  to  the  bank  ai>p]yinir  in  that  it 
has  given  the  bank  an  assurance  of  extended  credit  of  six  iiiontbs  with  privi- 
lege of  renewal  as  intended  by  the  war  finance  corpitration  act  to  a  pcri<Kl  of 
not  exceeding  three  years,  which  are  terms  that  we  can  not  get  fi'om  the 
Federal  reserve  bank  or  other  correspondent  banks,  and  those  terms  are  an 
indirect  benefit  to  our  fanner  customers  in  that  we  will  not  be  compelled  to 
call  in  their  loans  in  order  to  ke^  our  reserve  up  to  the  point  where  we  could 
possibly  repay  our  loans  placed  with  correspondent  banks  upon  their  d^nand 
at  the  end  of  any  60  or  90  day  period  and  thus  compel  such  farmers  to  sell 
their  grain  or  live  st<>ck  before  ready  for  market  and  entail  a  loss  to  tbem. 
We  in  turn  car.  allow  our  farmer  customers  an  extended  credit  on  tbeir  obliga- 
tions now  held  by  us  to  the  extent  of  such  credit  extended  the  bank  by  such 
advance  by  your  board." 

"From  the  relief  extended  us  by  the  War  Finance  Corporation  we  are  placed 
in  a  position  to  grant  our  farmer  borrowers  renewals  for  longer  time  with 
assuance  of  additional  renewals,  so  as  to  give  them  an  opportunity  to  feed 
their  grain  to  live  stock  and  liquidate  tbeir  indebtedness  in  tibis  manner  at  a 
better  price  instead  of  being  requested  to  reduce  their  obligatons  by  selling 
ilieir  grain  on  a  low  market  or  selling  their  live  stoiA:  before  it  is  ready  for 
market. 

"We  will  also  be  able  to  extend  some  credit  where  it  is  essential  and  the 
security  good,  and  where  they  have  not  already  had  a  liberal  line  of  credit 
extended  to  them. 

"A  good  portion  of  the  farmers  have  had  enough  credit  extended,  and  can 
get  along  very  nicely  on  what  they  are  now  borrowing  provided  they  are  not 
requested  to  reduce  their  obligations  at  present." 

**  The  War  Finance  loans  are  sure  a  relief,  both  to  farmers  and  banks.  Had 
it  not  been  for  the  advance  we  got  from  the  War  Finance  we  would  have  b^en 
compelled  to  take  drastic  action  to  call  in  money  loaned  to  farmers,  tliereby 
I)Utting  some  of  them  out  of  business  and  crippling  others  so  that  tlu'v  could 
not  successfully  carry  on  agriculture.  We  were  unable  to  get  any  ni<»r(*  ac- 
commodations from  our  corresponding  banks:  not  only  that,  but  they  were  de- 
manding that  we  reduce  every  time  our  obligations  come  due ;  it  would  either 
have  been  up  to  us  to  force  the  farmer  or  close  our  doors,  as  our  reserve  was 
all  exhausted. 

**  We  are  getting  ready  to  apply  for  another  advance  with  which  to  relieve 
our  corre^onding  banks  and  get  ready  for  March  1,  when  the  heavy  <lemand 
comes  from  the  farmer,  so  that  w^e  can  tide  him  over  till  he  can  get  bis  cattle 
and  hogs  ready  for  market  and  that  he  may  not  be  forced  to  dump  liis  grain 
on  the  market  when  it  is  at  the  lowest. 

"We  think  the  War  Finance  Corporation  is  the  most  wonderful  relief  that 
we  could  have  received  from  any  source." 

"We  were  borrowing  quite  heavily  of  our  correspondents  and  ware  not  able 
to  maintain  a  reasonable  reserve.  We  are  loaning  to  farmers  every  day  to  care 
tor  Hieir  preset  needs,  mostly  small  amounts,  as  most  of  our  farmers  are  of 
the  opinion  that  they  have  borrowed  more  than  they  ought  to  have  done,  and 
are  satisfied  to  be  able  to  renew  tlieir  present  obligations.  We  are  using  our 
advances  mainly  to  renew  loans  now  on  our  books  which  we  would  liave  had 
to  call  had  we  not  received  this  assistance." 
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''The  inouey  wo  have  had  so  far  from  rhe  War  Fiiianeo  (\n'porati<ni  has  heen 
used  almost  exclusively  for  ilie  beneUt  of  rhe  farmers,  as  our  loaus  are  nearly 
all  to  this  class.  If  we  had  not  had  this  money  come  in  we  w<mld  have  had 
to  collect  it  from  the  farmers  to  take  care  of  our  declining  reserve.  While  we 
have  not  made  new  loans  to  farmers  we  have  been  renewing  the  old  notes  of 
six  months  where  we  were  having  to  collect  them  or  else  make  new  notes  for 
80  (lays  only  in  order  that  they  would  have  time  to  haul  and  sell  something. 

We  are  not  havins:  nnich  call  for  new  loans  from  the  farmers,  but  they  are 
w  anriui:  to  tret  out  of  payin.*::  their  present  loans  al  this  time,  and  the  fact  that 
we  are  able  to  .iret  these  funds  enables  us  to  extend  th*Mr  loans.  The  fanners, 
while  rliey  may  not  know  ir.  are  ixettinii"  rhe  benelir  of  this  in  many  more  ways 
than  one.  As  soon  as  we  get  a  stillicient  amount  of  paper  rediscounted  so  that 
it  eases  up  on  us  a  little  bit,  will  be  in  position  to  make  new  loans  to  the  farm- 
ers for  reasonable  farm  operations.  This  will  allow  them  to  start  buying  again 
from  their  ftlends  and  neighbors,  and  when  they  and  the  general  public  start 
buying,  things  will  gradually  start  to  going  along  again.  This  would  not  make 
much  difference  in  one  locality,  but  being  spread  over  tlie  entire  agricultural 
section  aviU  soon  l)e  sliowing  results.  While  we  exj^ect  to  see  things  start  to 
going  again  soon,  it  will  be  naturally  a  little  slow  for  some  time  yet." 

Tlie  functioning  of  the  War  Finance  Corporation,  both  psychologically  and 
flliancially,  is  being  felt  througliout  the  corn  belt.  The  general  opinion  is  that 
the  corporation  has  been  the  means  already  of  stabilizing  the  price  of  corn  to 
the  amount  of  10  cents  a  bushel. 

It  is  also  generally  conceded  that  the  corporation  has  stabilized  the  price  of 
cattle  at  $1.25  a  hundred,  within  the  last  60  days.  Evai  more  favorable  ptlns 
are  shown  in  the  sheep  market.  One  thousand  lambs  were  bought  by  a  farmer 

at  60  days  ago  for  $3,500,  and  he  has  just  marketed  them>  with  a  very 

little  gain  in  weight,  for  a  total  of  $5,600.'' 

*'  *  *  "  the  senrii!iental  or  psychological  effect  of  this  measure  has  already 
borne  fruit — an  abundant  crop,  in  fact.  I  am  reminded  of  the  story  of  the  Irish- 
man who  thought  his  bank  was  shaky  and  calleil  for  his  balance.  When  handed 
it  in  cash,  he  said,  '  Regorralu  if  I  can  git  it,  I  don't  want  it.'  The  very  fact  that 
banks  know  that  they  have  this  new  emergency  crutch  to  lean  upon  has  rendered 
them  less  concerned  about  their  bills  payable  and  more  disposed  to  extend  rea- 
sonable credits  to  customers.  The  whole  atmosphere  has  cbmiged  for  the  better. 
Economists  may  not  write  into  history  that  the  War  Finance  Corporation  is  in 
any  way  accountable  for  rise  of  prices  of  cotton  and  tobacco,  but  the  fact  remains 
that  had  hard-pressed  banks  forced  their  merchant.  *  middlemen/  and  farmer 
boi-rowers  to  pay  up  as  crops  matured,  we  would  have  imdergone  the  misery  of 
low-price<l  (and  short)  crops  and  resultant  failures  from  which  it  would  take 
years  to  recover." 

"In  the  cotton  association  is  moving  along  with  gi-eat  smoothness.  The 

^  bankers  have  given  them  a  splendid  credit  for  immediate  purposes — 

enough  to  cover  the  period  between  the  actual  delivery  of  cotton  and  the  storage 
of  cotton,  under  the  circumstances,  that  will  permit  the  use  of  f nnds  from  the 
War  Finance  Corporation. 

Everybody  in  is  extremely  prou<l  of  the  assistance  given  by  you.  They 

ar»»  fully  convinced  that  the  mere  announcement  of  the  credits  was  not  merely 

the  biggest  factor  in  persuading  the    bankers  to  assist,  but  also  the 

biirgest  factor  in  making  the  connnerclal  buyers  of  cotton  respond  to  the  statis- 
tical position,  thereby  offering  more  in  price  at  this  time. 

"  Right  now  I  do  not  hesitate  to  state  that  your  assistance  has  been  of  more 
importance  than  everything  else  eombhied  to  prevent  a  terrible  collapse,  and  to 
msure  a  distinct  commercial  success  on  the  part  of  the  Association,  rep- 
resenting a  very  huge  portion  of  the  crop. 

"  All  through  the  country,  the  thinking  bankers  and  economists  seem  to  be 
unannnous  in  the  conviction  thar  the  work  of  the  War  Finance  Corporation 
*  ^  '^^  has  given  agricultniv  and  those  dependent  on  agriculture,  in  finance, 
us  well  as  production  and  marketing,  a  solid  ]>asis  for  active  optimism/' 

I  feel  that  the  war  tinance  loans  and  the  Government's  attitude  of  willing- 
ness to  help  tinance  agriculture,  so  that  some  little  encouragenjent  can  be  given 
to  honest,  hardwoi4dng,  industrious  farmers,  who  are  producing  the  Nation's 
food,  is  about  the  first  ray  of  sunshine  that  has  penetrated  the  gloom  which 
hangs  thick  over  this  part  of  . 

"  There  are  a  lot  of  farmers  who  are  honest  and  industrious  and  competent, 
who  will  just  simply  have  to  seli  out  their  farming  equipment  to  meet  the 
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demand  of  pressing  bills,  and  heret(»fore  banks  bav(^  had  no  <*hu!ce  but  to  vwvi 
this  pressin-e.  Now,  however,  with  the  p(»ssiiiility  of  relief  through  the  war 
tinance  loans  we  can  carry  these  fellows  along  and  give  them  a  ch.-ince  tor  their 
lives,  and  as  collections  get  better,  if  they  <lo.  we  can,  ]terhaps,  take  care  of  a 
few  little  things  which  sometimes  arise,  where  u  small  loan  would  make  a  very 
big  diffei-ence  to  our  farmer  customers.'* 

It  is  unanimouslv  felt  that  the  making  of  this  loan  by  the  War  Finance 
Corporation  was  exceedingly  ttmely,  and  that  the  effect  of  the  loan  has  not 
only  materially  strengthened  the  market  but  has  encouraged  the  industry. 
«   *  ♦ 

The  result  has  been  that  there  is  a  confidence  throughout  the  in<lustry  \\  inch 
did  not  exist  prior  ro  the  making  of  this  loan,  and  that  the  moral  and  tinancial 
effect  has  been  extremely  favorable  in  every  part  of  the  West  which  is  alfected 
by  tlu*  movements  of  live  srock.  ^ 

''I  rhiuk  the  creation  of  rhe  War  Finai»ce  Corporation  was  a  wise  piece  of 
legislation,  *  *  *  whereby  banks  can  avail  themselves  of  the  assistance 
offered,  thereby  enabling  said  banks  (and  there  are  hundreds  of  them  over  the 
State)  that  have  made  agricultural  advances  to  secure  funds,  thereby  enabling 
them  to  further  finance  ttie  farmer,  where  his  financial  condition  warrants,  to 
enlarge  upcm  stock  raising,  feeding,  and  to  enable  him  to  market  in  a  more 
orderly  way  the  products  of  his  hd)or;  otherwise  the  farmer  in  many  instances 
would  be  compelled  to  liquidate  his  indebtedness,  which  would  bring  about  a 
condition  that  would  greatly  impair  his  Vmsiness 

The  farmer  is  the  beneficiary,  and  is  to-day  receiving  funds  that  would  have 
be<-n  impossible  for  him  to  have  receiveil  were  it  not  for  the  War  Finance  Cor^ 

poration.  ,  ^  - 

"  To  say  that  the  situation  in  has  improved  since  the  operation  of  the 

War  Finance  Corporation  in  this  State  is  putting  the  stiuaticm  rather  mildly. 

Three  weeks  ago  the  elevators  in  were  paying  from  19  mits  to  22  cents 

per  bushel  for  com.   Coincident  with  the  granting  of  loans  in  the  price 

of  corn  has  increased  within  this  period  from  28  to  33  cents  per  bushel,  an  in- 
crease of  approximately  50  per  cent.  It  is  my  belief  that  the  work  of  the  War 
Finance  Corporation  is  very  largely  responsible  for  this  advance.  The  banks 
in  need  of  funds  have  by  reason  of  advances  made  by  the  War  Finance  Corpora- 
tion found  it  unnecessary  to  force  liquidation  of  farmers'  paper.  Further,  the 
fact  that  assistance  is  not  only  at  hand  but  readily  available  has  ^ven  both  the 
country  banker  and  the  farmer  renewed  courage." 

"The  revival  of  the  War  Finance  Corporation  activities,  and  especially  sec- 
ti<m  24,  has  provided  the  hook  on  which  the  agricultural  and  live-stock  interests 
may  hang  their  fate  and  hope.  Tlie  needed  aid  just  being  extended  to  the  coun- 
tey  districts  through  the  War  Finance  Corporation  may  not  make  good  times 
immediately  available,  but  it  certainly  will  prevent  things  from  being  worse. 
As  this  whole  Nation  is  fundamentally  dependent  upon  the  agricultural  and 
live-stock  interests,  the  needed  aid  wdiich  you  are  extending  to  these  interests 
will  save  tliem  for  the  time  from  disaster  and  present  an  opportunity  for  them 
to  come  back,  which  certainly  they  \vill  do  if  given  due  time  and  enconraganmt." 

"  Just  what  happened  to  the  cotton  market  in  the  South  is  having  the  same 
psychological  effect  on  the  grain  market  in  the  com  belt,  and  I  can  say  to  you 
truthfully.  I  believe,  were  it  not  for  the  War  Finance  Corporation.  *  *  * 
corn  would  be  selling  to-day  over  the  scales  in  quantities  at  20  cents  to  2."S  eents 
a  bushel,  whereas  it  is  bringing  now  on  au  average  of  35  cents,  ;md  very  little 
being  oft'ereil." 

"The  live-stock  industry  is  receiving  great  impetus  from  the  effects  of  the 
war  tinance.  The  growers  are  taking  a  new  lease  on  life  and  really  getting 
down  to  business  again." 

"  We  appreciate  veiy  much  the  work  that,  is  being  done  by  your  corporation, 
and  we  realize  that  without  this  assistance  the  farmers  and  the  bankers  would 
be  up  against  a  most  desperate  situation.  With  the  fa(  ilities  extended  by  your 
corporattion,  it  should  be  possible  to  protect  the  interests  of  tlie  vast  majority 
of  farmers  and  stock  raisers,  while  at  the  same  time  keeping  your  corporation 
perfectly  safe." 

The  relief  which  is  being  atY(a-ded  to  bankers  and  cattle  loan  eon»|»aiiies 
whi<'h  are  in  an  (overextended  condition  gives  these  institutions  an  opportunity 
of  affording  the  greatest  amount  of  relief  to  their  born>wers,  which  otherwise 
they  would  be  deprived  of." 
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B3CTBA0T  FROM:  OIBCtTUlB  USTTER  SENT  BY  A  BANK  TO  ITS  OtTSTOMKRB. 

J- 

"  This  bank  was  one  of  the  first  in  the  State  to  apply  for  and  receive  funds. 
We  have  been  granted  and  have  received  an  advance  of  $100,000.  *  *  ♦ 
This  money  cominj?  now  relieves  the  pressure  and  the  people  of  this  county, 
our  customers,  .iret  the  henetit. 

"  By  use  of  this  money  this  bank  is  in  position  to  waive  payment  for  the 
present  of  notes  i)we(l  to  us  hy  our  ^rood  farmer  customers,  and  we  gladly  do  so. 

*'As  a  customer  of  this  bank,  if  your  notes  are  due  or  coming  due  soon,  and  to 
pay  the  same  means  that  you  must  sell  com  or  oats  at  present  prices  or  that  you 
must  sell  unmatured  live  stock,  don't  do  it.  Gome  into  the  bank  and  we  wlU 
renew  your  notes,  asking  only  the  same  security  and  rate  we  have  heretofore ; 
and  we  may  advance  some  additional  money  if  your  situation  justifies.  This 
refers  strictly  to  farn)ing  and  live  stock  operations^  apd  not  to  land  buying 
or  purchases  of  outside  securities,  or  promotions. 

"Again  referrin^i;  to  the  war  finance  money.  This  money  was  intended 
for  the  use  of  the  farnier  in  the  present  emergency,  and  this  bank  is  doing 
all  in  its  power  to  see  to  it  that  our  farmer  customers  do  in  fact  get  the  benefit. 

*  He  «  4:  *  *  * 

"  The  good  that  has  been  done  by  the  establishment  of  an  agricultural  loan 

ag^Cy  of  the  War  Finance  Corporation  in  the  State  of    ^an  not  be 

measured  by  the  number  of  advances  or  the  aniount  of  uioney  ;'.dvaneed  in 
this  district.  Our  committee  lias  never  submitted  an  application  to  tlie  War 
Finance  Corporation  unless  we  are  convinced  tliat  't  \Aas  one  which  could  be 
granted  without  any  danger  of  loss,  but  many  applicants  have  been  interviewed 
who  could  not  meet  the  requirments  but  who  have  been  shown  how  they  could 
help  themselves  to  better  their  position  without  our  financial  aid  Perhaps  the 
greatest  benefit,  however,  which  has  been  derived  by  the  bankers  ;n  this  State 
is  that  during  a  critical  time  when  they  would  have  otherwise  been  exceedingly 
slow  in  granting  credits,  they,  having  our  assurance  that  if  necessary  the  War 
Finance  Corporation  would  come  to  tiieir  assistance,  have  been  given  a  moral 
backing  which  helped  them  through  the  emergency." 

"There  might  be  some  que-^tion  as  to  the  wisdom  of  tliis  plan  of  relief  for 
the  farming  community  if  it  was  to  be  a  permanent  matter,  but  there  can  be 
no  question  if  considered  as  a  temporary  relief  only,  of  the  great  good  it  Is 
doing.  Before  rec^vbig  this  advance  we  were  straining  every  nerve  to  carry 
customers  and  to  oppress  no  one,  but  bad  little  resource  to  care  for  additional 
needs.  Since  receiving  the  War  Finance  help  we  have  been  Icmning  freely  to 
help  the  farmers  prepare  their  products  for  the  market  in  a  more  quiet  and 
orderly  way  and  thereby  relieving  the  strain  and  soiaewliat  panicky  feeli^ 
that  existed/' 

"There  is  no  question  but  that  the  nifmey  which  the  War  Finance  Corpora- 
tion is  furnishing  this  section  has  done  an  inestimable  amount  of  good.  Had 
it  not  been  for  this  we  would  have  had  a  very  serious  and  disastrous  situalirai 
to  face,  as  the  dty  banks  had  practically  reached  the  limit  which  they  could 
advance  to  their  correspondents^  and  the  Gorre£%>ondent  banks  were  facing 
stea^ly  declining  deposits.  Through  the  advancement  of  this  money  by  the 
corporation,  confidence,  to  a  large  extent,  has  been  restored,  there  is  a  ti'e- 
mendously  better  feeling  in  the  country,  and  altogether  the  prospects  look 
consideral>ly  briirhter  tlian  they  did  a  few  months  ago." 

"The  board  at  Washington  should  certainly  feel  highly  complimented  and 
gratified  with  the  wonderful  success  that  is  coming  from  their  efforts,  as 
general  improvement  is  noted  all  over  the  country.  Fat  lambs  sold  at  $14^ 
in  Denver  the  other  day.  Ewes  that  were  $4  three  months  ago  are  now  selling 
at  $8  to  $9.  Stock  cattle  are  from  $8  to  $10  a  head.  Wheat  is  higher  than  It 
has  been  for  a  number  of  months,  as  also  is  com." 

"  I  am  still  convinced,  even  where  advances  have  not  been  made,  there  has 
been  without  doubt  a  very  favorable  influence  as  a  result  of  the  activities  of 
the  War  P^inance  Corporation.  It  has  stimulated  a  desire  on  the  part  of 
banks  generally  to  discharge  properly  the  obligations  resting  upon  them,  " 

"  So  far  as  ctmditions  in  this  vicinity  are  concerned  it  lias  appeared  to  us 
for  some  time  that  the  farmers  were  beginning  to  feel  more  reconciled  to  the 
existing  conditions  and  also  a  little  more  hopeful.  Since  the  rise  of  prices  for 
farm  products  set  in  this  feding  of  hopefulness  has  increased.  In  our  Indl* 
vidual  ease  after  we  began  securing  help  fyom  the  War  IHnance  C!orporati<m  we 
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adopted  a  more  liberal  policy  toward  our  customers,  encouraging  them  to  hold 
Ui^r  surplus  feed  and  in  many  cases  advising  them  to  buy  live  stock  to  feed 
out  or  if  they  were  holding  live  stock  in  excess  of  their  feed,  to  secure  suffi- 
ci^t  feed  while  the  price  w-as  low.  In  other  words,  we  have  encouraged  them 
to  borrow  money  in  order  that  they  might  not  sacrifice  on  anything." 

"The  bankers  in  North  and  South  Dakota  and  Minnesota  certainly  appre- 
ciated the  work  the  War  Finance  Corporation  has  hmi  doing  to  revive  our 
agricultural  and  live-stock  industries  and  the  effect  is  already  shown  in  tte 
renewed  confidence  in  the  future,  whldi  is  b^g  inspired  by  the  banking  fra- 
ternity in  the  farmer  and  rancher. " 

"  I  wish  to  state  that  the  live-stock  situation  out  here  has  improved  wonder- 
fully There  is  a  strong  demand  now  for  all  kinds  of  live  stock.  Ewes 
that  "could  have  been  bought  when  I  met  you  in  San  Francisco  at  $5  sold 
a  couple  of  davs  ago  at  $10.  Wool  that  was  selling  at  IS  cents  is  now 
being  contracted  at  30  cents.  Range  cows  that  were  valued  at  $30  are  now 
selling  at  $45.  And  I  feel  that,  after  this  season,  live-stock  men  will  not  need 
assistance  other  than  can  be  furnished  by  their  loe^  banks.  HowevCT, 
the  use  of  the  funds  ftom  the  War  Binance  Corporation  will  enable  them  to 
increase  their  herds  for  the  comhag  two  years  instead  of  decreaiEdng  tima  to 

meet  the  payments  to  local  banks. "  ,  ..^ 

"We  are  in  position  to  know  that  there  would  have  been  a  calanititous 
condition  in  the  live-stock  industry  but  for  this  timely  aid  and  the  same  thing 
is  true  in  less  measure  of  the  situation  in  the  district.  '* 

"You  will  be  interested  to  know  that  advances  made  by  War  Finance  Cor- 
poration in  the  West  are  largely  responsible  for  the  following  facts:  Bvre 
lambs  which  will  be  yearlings  in  the  spring  are  now  being  contract^  ^^r^ 
per  head.  Ewes  coming  seven  years  old  have  changed  hands  at  $8.  Old 
gummys  have  brought  growers  on  mutton  market  here  prices  which  net  $5.50 
per  head  at  shipping  points.  Wethers  in  fair  condition  are  bringing  on  Port- 
land market  $8.50  per  head.  Wool  is  being  freely  contracted  by  Boston  deal- 
ers on  the  sheep  back  at  from  25  to  30  cents  per  pound.  Consignment 
houses  are  making  cash  advances  to  wool  growers  of  $1.50  per  head. 
Western  packers  at  Seattle  and  Portland  are  contracting  two  and  three  year 
old  steers  at  7  cents  per  pound  at  country  shipping  points  as  fer  Bast  as 
Montana  for  shipment  to  Pacific  coast.  ISils  means  that  cattle  growers  re- 
ceive from  $75  per  head.  It  should  be  certainly  gratifying  to  membw^  of 
board  that  their  faith  evid^ced  by  their  advances  has  bem  CTtirely  justified. 

"Just  the  other  day,  I  had  an  appUcation  in  person  from  one  of  the  best 
banks  in  Miowrari,  but  after  they  discussed  the  matter  with  their  correspond- 
ent here,  they  concluded  to  postpone  their  request  for  an  advance  from  the  War 
Finance  Corporation,  My  understanding  is  that  they  were  offered  funds  at  a 
low  rate  by  their  correspondent,  and  with  assurance  of  renewal  if  desired; 
and  right  there  is  where  vou  can  feel  gratified  with  results  obtained  by  the 
corporation  indirectly.  There  is  no  doubt  but  that  the  banks  in  the  prinOr 
pal  centers  and  the  country  banks  also,  have  been  stimulated  to  take  pron^ 
and  proper  care  of  every  call  upon  Ihem— that  is,  every  call  that  is  l^fftimate 
and  justified  by  existing  conditions  It  all  combines  to  help  relieve  the  pres- 
sure up<m  the  farmer  customs  of  the  country  bank  and  give  him  an  opportuni- 
ty to  get  on  his  feet  again."  .   ^  ,  x       .  ^.x. 

"Aid  offered  by  the  War  Finance  Corporation  is  a  wonderful  boon  to  the 
farmers  of  this  State  making  it  possible  for  many  of  them  to  be  carried  over 
until  another  crop  period,  forestalling  the  necessity  of  disposing  of  their  live 
stock  and  commodities  at  a  retluced  price.  It  has  been  wonderful  help  in  re- 
lieving the  credit  situation  am^ong  the  country  banks.  In  fact  it  IS  a  life- 
saver  to  the  agriculturists  of  this  state."  ^      ^  « 

*'Your  War  Finance  Corporation  has  done  w<mders  for  the  sheep  industry 
♦  ♦  *  The  very  fact  that  all  of  these  sheep  have  not  gone  on  the  market 
this  season  and  with  the  knowledge  that  many  of  them  are  to  be  taken  care 
of  for  three  years  has  stimulated  the  industry  beyond  belief.  Ihe  effect  of  it 
all,  as  we  view  it,  is  that  many  of  the  outfits  wiU  be  able  to  finance  themselves 

within  another  year."  .       .    ,  t  « 

Mr  Luce.  Mr  Chairman,  when  the  conmuttee  took  a  i-ecess  I  was  pursuing 
a  line  of  inquiry  directed  partly  to  the  pending  bill,  and  had  taken  up  the 
functions  of  the  War  Finance  Corporation  in  the  order  in  which  they  were 
mentioned  in  the  report  to  the  President,  and  was  making  inquiry  about  the 
necessity  of  new  loans  to  banks.  ^ 
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These  loans  may  be,  of  course,  either  renewals  of  old  loans  or  for  absolutely 
new  business ;  and  in  the  statement  about  a  certain  Georgia  bank  that  was  in 
the  bunch,  froni  wliich  I  took  it  at  randon],  I  observed  tliat  the  great  masv-  of 
the  loans  now  outstanding  upon  which  advances  have  been  made — ^namely, 
115  out  of  151.  fall  dtie  in  either  October  or  November. 

Mr.  Myer,  those  loans  will  come,  I  take  it,  after  the  eroi^s  have  been  har- 
vested. Would  you  think  that,  coming  after  the  harvesting  of  the  crops,  any 
considerable  amoimt  of  them  would  require  extension? 

Mr.  My£r.  Very  likely  a  considerable  amount  will  require  extension. 

Mr.  Luce.  In  view  of  the  improved  condition  of  tbe  fftrmer,  bow  do  you 
account  for  that? 

Mr.  Meyeb.  The  cotton  farmer  and  the  other  fanners  in  the  South  iuul 
fc^vere  losses  two  years  in  succession,  at  least,  and  in  the  South  Atlantic 
States,  particularly,  the  boll  weevil  has  worked  great  harm.  Nobody  can  pre- 
dict with  accuracy  the  outcome  of  the  crop  this  year  ;  but  farmers  generally 
are  apt  to  owe  money,  and  I  am  very  much  inclined  to  doubt  whether  all  the 
farmers'  debts  will  be  paid  off  out  of  the  crop  in  any  one  year  at  any  time. 
In  view  of  the  large  losses  that  were  sustained  last  year,  I  think  it  is  clear 
that  th^  will  not  all  be  paid  off  this  year. 

Let  me  answer  further,  Mr.  Luce.  The  necessity  for  banks  to  borrow  has 
been  produced,  to  a  great  extent,  by  the  fact  that,  during  the  peri<»d  of  intla- 
tion,  their  deposits  reached  very  large  totaly;  while,  during  the  period  of 
deflation,  they  were  reduced  anywhere  from  25  to  40  or  50  per  cent.  The 
borrowings  are  to  take  care  of  the  decline  in  deposits,  winch  it  has  n(»t  been 
1  possible  to  meet  by  a  contraction  of  loans  without  hardship  to  the  farmers. 
So  that,  while  the  banks  are  reducing  their  borrowings,  and  while,  generally 
speaking,  loans  are  declining  and  deposits  are  increasing  throughout  the  coun- 
try, especially  in  the  live-stock  sections  where  the  farmers  are  getting  good 
prices  for  their  lambs,  wool,  and  hogs,  the  nmgnitude  of  the  deflation  in 
d^sits  and  the  extraordinary  excess  of  loans  over  dc^sits  indicate  that 
renewals  will  be  necessary — ^not  in  all  cases  but  in  a  considerable  number, 
Xobody  can  say  what  the  conditions  are  going  to  be  at  the  end  of  this  crop 
season  :  too  nuich  depends  on  the  weather,  the  yield,  the  cost  of  production,  and 
the  prices  prevailing  when  the  crops  and  live  stock  are  ready  for  market. 

But,  in  any  event,  the  War  Finance  Corporation  now  has  authority  to  extond 
loans  made  prior  to  July  1,  so  it  is  unnecessary  to  consider  that  feature  at  this 
lime. 

Mr.  Luce.  Then  it  would  not  be  necessary  to  ccmsider  the  authority  for  the 
renewal  of  old  loans? 
Mr.  Metsb.  No. 

Mr.  LucsE.  Then  we  come  right  straight  down  to  the  critical  question  :  Now 
that  the  emergency  in  the  agricultural  regions  has  so  nearly  passed,  of  what 
is  the  occasion  for  a  governmental  agency  furnishing  new  capital  to  a  certain 
section  and  class  in  the  community? 

Mr.  Meyku.  We  are  still  receiving  a  large  number  of  applications,  not  from 
a  certain  section  but  from  many  different  sections. 

Mr.  Lick.  No;  but  none  from  the  East,  are  you? 

Mr.  M£¥]GB.  No ;  because  the  banking  facilities  there  are  adequate  to  the  agri- 
cultural needs. 

Mr.  Luck.  Woul^  it  not  be  probable  that  during  our  lifetime  these  same  re- 
quests woidd  continue  as  resulting  from  the  same  ccmditio^s  of  which  you 
q)eak? 

Mr.  Mkykk.  So  far  as  I  know,  there  has  never  been  a  situation  parallel  to 
one  tliat  produced  the  condition  with  which  we  Iiave  been  dealing.  Therefore, 
I  sh(»uld  consider  it  unlikely  that  it  would  continue  indefinitely. 

Mr.  Li  CK.  We  are  trying  to  jjet  down  to  the  act  contemplated,  of  continuing 
the  Government  in  the  lending  of  new  capital  after  the  1st  of  July. 

Mr.  Msnrm  Yes;  that  is  trne.  We  have  been  making  loans— not  lending 
capital — ^to  meet  an  emei^ency  situation.  That  ^tuation  was  enormous  in  ex- 
tent, and  some  banks  have  not  yet  been  able  to  come  to  us,  because  they  have  n<»t 
been  in  position  to  sxibniit  jrood  loans  or  because  they  have  not  been  in  eonditicm 
to  make  application.  AVe  are  helping  many  banks  to  ^^et  on  their  feet  by  making 
advances  t<»  them  on  adwiuate  security  ;  and  I  may  say  that,  in  several  instances, 
banks  that  were  closed  a  few^  months  ago  are  now  again  open.  In  some  cases 
thev  have  obtained  additional  capital  from  their  stockholders,  but  in  others 
they  would  not  have  been  able  to  pull  through  without  our  help. 

Mr.  L^^CE.  Although  normal  times  were  at  hand? 
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Mr.  Meyek.  They  are  coming,  but  they  are  not  here  yet. 

Mr.  Luce.  Now,  in  the  matter  of  renewal  of  capital  for  banks  

Mr.  Meyer.  New  loans,  as  distinguished  from  capital? 

Mr.  Luce.  New  loans;  yes.  It  is  said  tliat  in  (Miicago  where  the  banks  a  .vear 
ago  were  embarrassed  by  frozen  loans,  and  in  Iowa  and  other  States  the  liquida- 
tion of  credits  has  proceeded  so  rapidly  that  discount  rates  have  recently  dropped 
from  6  per  cent  to  5  per  ceit  Will  you  explain  why,  after  the  1st  of  July, 
the  banks  of  the  regions  particularly  in  mind  in  this  l^slation  will  be  unable- 
to  meet  their  needs  from  their  city  correspondents,  when  we  all  know  that  there 
is  about  77  per  cent  surplus  in  the  Federal  reserve  system,  and  that  the  sup- 
ply of  capital  is  more  abundant  than  it  has  been  for  many,  many  years. 

Mr.  Meyek.  The  situation  !n  Iowa  has  improved  so  much  that,  if  Iowa  or  ilie 
Chica.^o  district  alone  wero  invctlved.  I  would  not  hesitate  t«»  say  that  there 
would  be  n(»  necessity  for  the  War  Finance  Corporation  to  continue  making 
new  loans,  although  it  might  be  des  rable  to  make  some  from  time  to  time.  We 
loaned  $23,000,000  in  Iowa,  and  that  is  one  important  reason  why  the  Chicago 
Federal  reserve  banks  and  the  other  Chicago  banks  are  now  able  to  make  such  . 
a  satisfactory  showing. 

Iowa  is  a  com  and  hog  ra'sinj?  State;  the  banks  there  have  alrea<ly  repaid 
$2,500,000:  and  we  are  receiv*nfj:  additional  repayments  every  day.  But  if  y<»u 
.iro  to  Dallas,  Tex.,  you  will  find  that  the  situation  is  different.  If  you  '^o  t<» 
North  Dakota  or  Montana,  you  will  tiiid  that  there  has  hei-n  relatively  little 
prcijcress  in  liquidation,  and  that  not  mueh  projrress  can  or  will  l)e  made  unt'l 
after  the  harvest  this  fall.  And  the  extent  of  the  liciuidatit»n  then  will  dei»end 
a  j^reat  deal  upon  the  outcome  of  the  erop- 

Of  course,  we  are  dealing  with  a  general  situation^  and  one  that  is  psycho- 
logical in  part.  My  own  opinion  is  that  the  discontinnanee  of  the  War  Finance 
Ck>rporation,  the  withdrawal  of  its  powers,  would  create  not  only  a  bad  finan- 
cial situation  but  also  a  situation  of  continueil  lack  of  confidence.  Peihaps 
you  do  not  realize,  Mi\  Luce,  what  our  w^ork  has  meant  in  the  way  of  conti- 
(lence  and  faith  in  the  existing  structure  in  the  West  and  Si»uth.  The  people 
there  have  come  to  feel  that  the  War  Finance  Corporation  is  nec^essary  to  them ; 
and  a  sudden  termination  of  its  activities-,  on  July  1  would  be  an  adverse 
psvchological  factor  of  considerable  importance,  detrimental  not  only  to  the 
agricultural  and  live  stock  districts,  but  also  to  the  manufacturing  and  com- 
mercial centers  of  the  East. 

Mr.  King.  Do  you  not  think  that  the  shutting  down  of  the  activity 
of  the  War  Finance  Corporation  when  the  slump  in  prices  came  on,  two  years^ 
ago,  was  very  hurtful  and  harmful? 

Mr.  INIeyer.  I  certainly  do,  and  T  so  stated  to  the  conniiittee  wlu'ii  T  :ii>peartHl 
before  it  in  support  of  legislation  authorizing  the  resumption  of  op*^i'itions. 

Mr.  Luce.  T  thought  I  gave  ^iv,  Meyer  and  the  War  Finance  Corporation  due 
credit  for  that  when  I  began  my  inquiry.  What  I  am  driving  at  in  this  par- 
ticular question  is.  AVhy  is  it  that,  after  the  1st  of  July,  the  banks  anywhere 
in  the  country  will  not  be  able,  to  rediscount  notes  in  sufficient  quantity  to 
meet  the  needs,  with  their  city  cwre«qpondrats?  That  Is  a  simple  and  concrete 
question, 

Mr.  Meyer.  The  simple,  concrete  answer  to  that  question  is  that  they  are 
still  askin^r  for  assistance  from  the  War  Finance  Corporation  and,  in  my 
opinion,  the  neetl  still  exists  in  part.  This  is  the  1st  of  May.  T  had  tlumirht 
'  that,  by  this  time,  the  requests  wouhl  have  ceased  entirely,  but  they  have  not^ 
The  distress  was  so  general  throu^xhout  the  agricultural  territory  that  it  ife 
jroing  to  take  a  little  time,  and  a  little  longer  time  than  I  expected,  to  put  the 
banks  in  position  to  function  in  a  normal  way  without  having  this  additional 
facility  available,  whether  they  use  it  or  not  to  any  great  extrat 

Mr.  LxTCK.  We  have  found,  however,  that  in  Dallas  and  In  Minneapolis  and 
all  those  western  districts  the  discount  rate  has  dropped  as  much  as  it  has  east 
of  the  Mississippi.  T  still  fail  to  see  why  yoy  think  that  the  banks  west 
of  the  Mississippi  will  be  unable  to  <liscount  their  notes  with  the  banking 
institutions,  instead  of  with  the  War  Finance  Corporation. 

Mr.  M?:yer.  It  might  interest  you  to  know  that  the  Federal  reswve  banks 
of  both  Dallas  and  Minneapolis  are  asking  us  from  time  to  time  to  make 
advances  to  banks  In  their  districts.  Only  to-day  the  gov«nor  of  the  Ifinne-^ 
i^lis  bank,  who  is  here  att^ding  a  meeting  of  tide  governors  of  all  the  Fed- 
eral reserve  banks,  asked  us  to  do  more  business  rather  than  less.  So  that 
while  your  rate  and  your  ratio  may  be  quite  correct,  the  fact  is  that  the 
Federal  reeerve  banks  still  hold  a  good  deal  of  the  paper  which,  although 
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eli^nble  when  it  was  taken,  does  not  now  comply  with  their  eligibility  require 
nients;  and  th;it  paper  must  l)e  turned  over  to  some  institution  like  the  War 
Finance  Corporation  which  can  carry  it  for  a  longer  period- 

The  Chairman.  In  that  connection.  If  Mr.  Luce  will  pardon  my  interruptv 
ing  him :  Are  you  rediscounting  a  class  of  paper  that  the  Federal  Beserve, 
under  your  rules  and  regulations,  could  not  take? 

Mr-  Meyeb.  Yes;  and  we  are  taking  paper  which  they  are  anxious  to  get 
rid  of  because  it  is  no  longer  eligible  paper.  If  you  want  to  protect  the 
Federal  reserve  system,  and  I  am  sure  we  all  do,  and  to  make  it  function 
in  accordance  with  sound  principles,  some  of  these  slower  loans  ought  to  be 
taken  over  because,  in  some  instances,  at  least,  they  are  keeping  it  from  func- 
tioning under  proper  principles — or,  in  any  event,  under  the  principles  as 
laid  down  in  the  act,  whether  they  are  right  or  wrong. 

Mr.  Luce.  We  find  that  the  fun.ction  of  the  Federal  Teae^^e  system  was  ac- 
complished admirahly  by  putting  at  the  command  of  Dallas  and  Minneapolis 
and  the  other  i^ons,  the  surplus  resources  of  Cleveland,  for  example.  Cleve- 
land was  a  great  lender  all  through  the  stress.  Why  will  it  not  be  possible 
next  fall  for  Cleveland  to  lend  to  Dallas  and  Minnenpolis  any  amounts  of 
monev  that  thev  need,  thereby  releasing,  so  to  speak,  capital  enough  to  meet  all 
the  demands  of  this  paper  which  you  say  can  not  get  into  the  Federal  reserve 

system?  •    ^      •       ,  ii 

Mr.  Mkyek.  The  Cleveland  bank  furnishes  funds  to  the  Dallas  bank  on  eli- 
gible paper.  It  comes  back  to  the  chairman's  point,  that  there  is  a  difference 
in  the  character  of  the  paper.  ^ 

Mr.  Luce.  You  do  not  get  what  I  am  driving  at.  It  furnishes  to  the  Dallas 
bank  money  for  eligible  paper.  Then  the  local  bank  discounts  all  its  eligible 
paper,  and  is  then  put  into  a  position  to  carry  its  ineligible  paper  very  much 
better  than  if  it  could  not  discount  its  eligible  paper,  is  it  not? 

Mr.  Meyer.  It  would  be  in  better  coniition,  unquestionably;  but,  at  the 
same  time,  the  money  received  on  its  paper  may  not  be  sufficient  to  meet  the 
shrinkage  of  deposits.  It  has  to  rediscount  some  of  its  eligible  paper  in  ordCT 
to  can  y  its  slower  paper— to  make  up  the  difference  between  the  deposits  and 
the  loaiis.  But,  in  many  cases,  there  is  not  enough  eligible  paper  to  meet  the 
difference.  That  is  why  it  was  necessary,  in  the  first  instance,  for  the  War 
Finance  Corporation  to  rediscount  for  country  banks,  and  why  it  should  con- 
tinue to  function  al<mg  this  line,  for  the  present  at  least. 

Mr.  Luce.  Will  you  refresh  my  memory  as  to  the  rates  at  which  you  dis- 

^lllr  :^lEYER  Five  per  cent  where  the  maturity  of  the  loan  does  not  exceed 
six  months  and  no  renewal  is  stipulate:!  or  will  be  asked  for ;  5i  per  cent^for 
longer  periods.  Usually,  when  banks  make  application  to  the  War  Finance 
Corporation,  they  do  so  because  their  eligible  paper  is  not  sufficient  to  take 
care  of  their  needs.  It  stands  to  reason  that  they  would  not  pay  us  5  or  5i 
per  cent  if  they  had  eligible  paper  on  which  they  could  borrow  at  4^  per  cent. 
Mr.  LrcE.  Have  you  any  figures  as  to  the  rates  which  the  bank  charges  to 

the  customers  on  that  paper?  ^    v.       4.x.  4-^ 

Mr  Mkyeb.  At  the  limit,  not  more  than  2  per  cent  above  the  rate  we 
charge  them  That  thev  charge  principally  on  live-stock  loans,  which  involve 
considerable  expense  to  the  banks  and  cattle  loan  companies  for  supervision 
and  inspection.  But  on  other  paper,  the  banks  frequently  lend  at  6  or  7 
per  cent,  and  in  no  case,  of  course,  over  7i  per  cent. 

Air  Lt  cE.  In  some  States  they  are  lending  at  6  per  cent  on  cattle  because 
the  la^^  of  the  State  limits  them  to  6  per  cent  What  knowledge  have  you 

as  to  the  commissions?  .   .  ^  t  ^ 

Mr  Mkteb.  There  are  not  supposed  to  be  any  commissions,  and  I  have  no 
reason  for  thinking  that  there  are.  We  have  given  strict  injunctions  at  all  our 
agracies  to  watch  the  interest  charges.  We  have  had  only  one  complaint  in 
our  whole  experience.  The  terfns  of  the  act  are  well  understood  and  the  bor- 
rowers generallv  know  that  they  can  not  be  overcharge:!  under  the  law. 

Air,  Lite.  Take  such  an  instance  as  this,  which  I  observe  in  the  list  before 
me,  where  a  man  has  a  note  outstanding  for  $10.35. 

Mr  Meveu.  We  know  what  the  bank  is  doing*   We  have  the  note. 

Mr.  Luce.  Are  you  confident  that  the  bank  has  charged  him  no  eommis^on 

^"Mr^MEYER'  I  have  never  heard  of  a  commission  on  a  loan  of  tliat  character. 

Mr  LtrcE,  Assuming  it  was  a  six  months'  note,  the  bank  went  through  that 
transaction  and  was  contented  with  2  per  cent  profit? 
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Mr.  Meyer.  Ttere  may  be  no  profit  at  all  if  you  take  into  account  the  ex- 
pense of  doing  tite  buiAiness.  Every  bank  is  accustomed  to  doing  small  business 
without  much,  if  any,  profit  Your  wife  and  my  wife  perhaps  have  accounts 
at  banks  and  ke^  small  deposits.  The  banks  may  not  make  a  nidtel  out  of 
;  those  accounts  in  the  year,  but  they  are  glad  to  do  the  business  anyway. 

Mr.  Luce,  I  notice  in  this  particular  list  171  loans  for  less  than  $100. 

Mr.  Meyer.  Yes. 

Mr.  Luce.  I  have  found  it  a  little  ditlicult  to  believe  that  the  banks  were 
content  with  a  6  or  7  per  cent  interest  rate  on  those  loans. 

Mr,  Meyer.  We  will  be  glad  to  show  you  the  interest  rate  written  on  the 
.face  of  the  notes. 

Mr.  LxTCE.  Of  course,  you  might  find  It  difileult  to  ascertain  about  any  com- 

tmissSons  that  were  in  it. 

Mr.  MsTKft.  Every  application  contains  on  its  face  an  agreement  on  tlie  part 
of  the  applicant  that  it  will  not  charge  on  the  loans  wh:cli  constitute  the  basis 
of  the  advance  more  than  2  per  cent  above  the  rate  chargecl  by  the  War 
Finance  Corporation.  There  are  heavy  penalties  for  misrepresentation  to  the 
War  Finance  Corporation  in  this  and  in  other  respects.  Misrepresentation 
under  the  law  is  punishable  by  imprisonment,  or  fine,  or  both.  If,  in  the  fonnal 
papers  submitted  to  us,  the  situation  is  misr^resented  in  any  way,  the  bank 
concerned  would  subject  itself  to  the  penalties  prescribed  in  the  act. 

Mr.  Luce.  How  much  available  credit  did  you  have  in  the  Treasury  when  you 
started  in,  with  your  requirements?  You  had  three  or  four  hundred  million 
•dollars,  did  you  not? 

Mr.  Meyer,  You  mean  under  the  lejrislation  

Mr,  Luce.  No;  when  IVIr.  Houston  shut  down. 

Mr.  Meyer.  We  then  hud  on  dei>osit  with  the  Treasurer  of  the  United  States 
about  $375,000,000. 

Mr.  LxTCK-  Then  you  have  not  exhausted  your  orlghial  credit? 

Mr.  MSTEB.  No ;  we  have  now  a  credit  of  about  $291,000,000  We  have  col- 
lected very  large  amounts.  On  Monday  and  Tuesday  of  this  week,  for  example, 
we  collected  approximately  !i;9.000JM)0,  includln.c:  $4.(XM),0(X*  from  each  of 
two  large  corporations  on  old  export  loans;  and  we  shall  probably  get  an  ad- 
ditional $10,000,000  this  month  on  one  of  our  old  railrad  loans. 

The  Chairman.  You  have  not  issued  any  notes  or  debentures  or  certificates 
■  on  your  own  account,  have  youV 

Mr.  Meyer.  No,  sir. 

The  Ghaibman.  You  have  operated  entirely  vrtthout  issuing  any  securities 
on  your  own  authority? 

Mr.  Meteb.  Yes,  sir;  we  have  not  issued  any  bonds  since  April,  1919. 

The  Chairman.  You  have  not  jrone  into  the  market  with  any  securities? 

Mr.  Meyer.  No.  AVe  have  collected  lar^e  amounts  from  the  railroads  and 
other  corporations  to  which  we  made  loans  under  our  war  powers,  or  under 
our  export  powers  prior  to  the  susi>ens:on  of  operations  in  May,  1020.  We 
.are  also  are  receiving  considerable  repayments  on  the  loans  made  since  the 
passage  of  the'ai^cultural  credits  act  last  August.  Since  January  1,  1922, 
-our  T^ayments  on  all  loans  total  more  than  $61,000,000. 

The  Chaibman.  I  remember  when  you  assumed  the  managMaent  of  the  cor- 
poration after  its  revival,  previously  there  was  a  loan  of  four  or  five  million 
•dollars  to  the  Baldwin  Locomotive  Works. 

Mr.  Meyek.  That  was  rei)a-d  yesterday. 

The  Chairman.  Paid  in  fuilY 

Mr.  Meyek.  Yes,  sir. 

The  Chairman.  And  there  were  several  loans  of  that  type. 
Mr.  Mkybb.  Yes.  We  made  a  loan  to  tlie  International  Graeral  Electric  t^o., 
rand  th^  paid  us  more  than  $10,000,000  in  December.  The  New  York  Oratral 
paid  us  $17,500,060  in  December,  and  the  International  Harvester  Co.  repaid 
:$4,000,000  on  Monday.    The  Rock  Island  "s  going  to  pay  us  $10,000,000  in  a 
few  days — or  'nside  of  a  month  anyway.    We  are  liquidating  these  old  loans 
as  proniptly  as  is  practiable:  and  I  think  the  banks  want  to  luiuidate  with  us 
as  soon  as  they  can  do  so  without  detriment  to  the  agricultural  interests. 

Mr.  Luce.  Gouig  on  to  the  next  class  of  loans,  those  to  flnance  live  stock.  If 
I  have  rightly  interpreted  your  statement  there  :s  no  reason  to  suppose  that 
unless  we  devise  a  new  system  of  handling  live  stock  loans,  the  need  for  your 
.  asfidistance  jn^y  not  be ,  peTpetual? 
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Mr.  Meyek,  1  feel  that  it  is  uei^-essary  \o  jnun  ide  s<niie  madiinerv  and  agencies, 
to  finance  the  live  stock  industry;  aiul  1  may  say  that  I  have  never  heard  any 
one  disagree  on  tb'.s  point  who  understands  the  live-stock  problem. 

Mr.  LrrE.  I  quite  agree  with  you,  I  am  trying  to  find  out  and  get  an  answer 
to  just  one  siuj?le  question:  Why  should  we  continue  a  temporary  emergency 
measure  into  tlie  next  year;  and  I  have  satisfied  myself  as  to  your  views  about 
banks. 

As  to  the  niartt^r  of  live-stock,  I  am  not  yet  clear  as  to  why  yon  think  an 
emerirency  will  continue  iuto  the  next  year  which  will  not  continue  beyond  the 
next  year. 

Mr.  Meyek.  Because  I  hope  that  before  July  h  1923.  the  need— the  real  need— 
for  a  better  system  of  live  stock  financing  will  he  retlected  in  action  by  the 
Congress. 

Mr.  Lr<'E.  That  is  just  what  I  had  supposed.  That  fs  aH. 
Mr,  :Mkyer.  I  have  not  come  in  contact  with  any  linkers  familiar  with  live- 
stock tinancin<r  who  do  not  a?:ree  with  that. 

Mr.  Luce.  The  third  question  is  relating  to  cooperative  marketing  assodn- 

tions. 

Mv.  Meyek,  Yes. 

Mr,  LrcE.  Do  you  recall  any  circumstances  relating-  to  an  application  from  a 
marketing  association  in  New  Hi^mpshire — n  cooi)erative  association  in  New 
Hampshire? 

Mr.  Meyer.  I  remember  we  had  a  discussion  concerning  some  proposition  from 
New  Hampshire  but  I  see  so  many  people  that  I  do  not  recall  the  details. 

Mr.  Lt'ce.  It  liappens  that,  so  far  as  T  am  aware,  this  was  the  only  instance 
in  whidi  New  Kn.u^land  souirlit  to  profit  by  y(mr  instituti(»n  ;  and  the  i)elief  was 
t'xpiessed  that  they  were  unduly  rejected:  s<»  that  1  want  to  know  if  you  know 
why  New  Kii.udand  should  not  have  a  cent  out  (»f  this? 

Jlr.  Meyeu.  Probably  they  d"d  not  br-n^  us  a  jiroposit'on  that  comi)lied  with 
the  law  or  the  requirements  of  the  corporation.  All  our  loans  to  cooperatives- 
are  made  on  the  basis  of  staple,  nonperishable  agricultural  commodities,  properly 
M^arehoused,  graded  and  classified.  The  lai^e  cotton,  wheat,  and  tobacco  co- 
opeiatives  have  met  all  these  requirements,  but  there  are  many  organ'zations 
all  o^■er  tlie  country  which  have  not  been  able  to  do  so.  because  they  are  not 
markefnir  cooperatives  in  the  real  sense  of  the  word.  Many  of  them  are,  id 
fact,  farmei's'  st<u'k  <'(»nipan*es  that  buy  and  sell  in  a  comineiH^-al  way.  They 
buy  and  se'l  hay.  .irrain,  feeik  c(»al,  and  ajjfr'cultm-al  imi»lements  and  do  a  iv^ru- 
lar  merchandis  njc  l)usiness.  Some  of  them  are  called  coo])eratives  that  are  not. 
As  I  remember  it,  the  New  Hampshire  proposition  was  rather  of  the  character 
of  a  merchandising  enterprise,  the  buying  and  selling  of  commodities  foi- 
farmers:  they  did  not  offer  us  agricultural  products  properly  warehoused  with 
a  view  to  orderly  marketing.   Am  I  right  about  that,  Mr.  Henderson? 

Mr.  Henderson.  T  think  that  is  correct. 

Mr.  Meyer.  We  offer  the  coopei'ative  marketinjr  or^ram'zations  all  our  fac-li* 
ties,  and  all  the  support  they  can  reasonably  expect,  it  they  ai'e  in  a  position 
to  comply  wi'th  tlip  law  and  onr  retin  reinents.  Tlierc-^  is  no  discrinnnation 
ajrainst  New  En^dand.  I  live  in  New  York  myself.  Tl»e  fact  is  tliat  the  New 
Enjrland  baidvs  are  taking  care  <»f  the  farmers  there. 

Mr.  LrcE,  I  have  understood  that  you  made  a  loan  in  New  York  <»f  $600,000. 

Mr.  MinrEB.  Yes;  but  the  money,  of  course,  went  to  a  great  many  different 
farmers 

Mr.  Ll'ce.  Yes. 

Mi\  Meyer.  I  assure  y(»u  that  I  have  no  prejudice,  and  I  know  of  no  prejudice 
on  the  part  of  the  other  directors  of  the  corporation  against  New  EnglamL 
I  hiwo  a  farm  within  4  miles  of  the  C'onnecticut  line. 

Mr.  LrcE.  That  is  very  gratifying::,  indeed. 

^fr.  Meyer.  New  En,uland  has  benetited  from  our  work  tlirou^ib  tlie  improve- 
ment in  ;^enei"al  conditions  wluch  lias  enalilcd  her  to  market  a  great  quantity 
of  lier  manufactured  products  in  the  agricultural  sections. 

Mr.  Luce.  Why  do  you  think  that  an  emergency  will  exist  beyond'  the  1st  of 
July  requiring  new  loans  to  cooperative  marketing  associations? 

Mr.  Meter.  Because,  in  the  first  place,  the  volume  of  products  markete<]  by 
these  organizations  is  greater  than  the  local  banks  can  take  care  of.  In  the 
second  place,  the  cooperatives  have  always  needed  some  ffnanciial  assistance — 
they  have  never  heen  adequately  financed. 

M\\  Lice.  Then  it  is  not  an  emergency  (piestion  :  it  Is,  a  matter"  of  general 
bank  facilities  that  you  raise  and  not  an  emergency? 
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Mr.  Meyeii.  It  has  heen  a  chronic  emergency,  and  the  fact  that  it  has  not 
been  met  before  is  no  reason  for  not  meeting  it  now. 

Mr.  Luce.  A  state  of  perpetual  emei-.^eiicy  exisrs  in  all  our  personal  liuanees, 
1  know;  but  I  am  not  so  sure  about  it  as  a  business  proixxsition. 
"Mr.  Meyer.  Of  course,  it  is  not  certain.    I  am  merely  expressin;;  my  opinion. 

Mr.  Luce.  You  do  not  know  any  particular  reasons  why  an  emergency 
should  be  anticipated  in  the  matter  of  cooperative  associations  beyond  the  1st 
of  July,  I  take  it? 

Mr.  Meyer.  Our  loans  to  the  cooperative  marketing  associations  tiave  been 

ex<>eedin^r]y  helpful,  and  I  may  s;iy  that,  in  many  cases,  the  fnoney  has  not 
been  used,  because  the  ability  to  wt  it  from  the  War  Finance  Corporation 
gave  the  whole  situation  stal)ility.  Tlie  local  banks  were  able  to  do  mnc!; 
more  because  they  knew  that  the  corporation  was  back  of  them  in  tli^^  first 
place,  and  back  of  the  cooperatives,  if  necessary,  in  the  second  place,  an<l  that 
if  they  needed  the  money  at  any  time  they  could  ?:et  it  from  us.  In  other 
wordSt  our  loans  to  the  cooperatives  helpeil  the  local  banks  to  function  nuich 
more  effectively. 

I  should  anticipate  that  the  extension  of  the  life  of  the  War  Finance  Cor- 
poration will  result  not  necessarily  in  a  lar^re  number  of  loans  by  the  corpora^ 

tlon  but  rather  in  the  more  effective  functioning  of  the  local  banks,  because 
they  will  rely,  for  tlieii*  confidence  in  the  situation,  the  fact  that  the  facili- 
ties of  the  corporation  are  available  in  case  of  need. 

Mr.  Luce.  I  have  but  one  more  question  that  I  can  ask  before  I  must  go  to 
a.nswer  a  roll  call. 

On  the  last  page  of  your  letter  to  the  President,  you  advised  tliat  the  pnriod 
during  which  the  War  Finance  Corporation  may  make  loans,  be  extended  until 
January  1,  1923.  The  bill  before  us  is  a  12-month  bill  instead  of  a  6-month 
bill. 

Mr.  Meyer.  Yes. 

Mr.  Li  ce.  Have  you  changed  your  mind  since  you  advised  the  President  in 

that  particular? 

Mr.  Meyek.  I  have  a  lopted  what  I  believe  to  be  the  point  of  view  of  the  ma- 
jority of  the  members  of  Congress  and  also  of  the  President. 
Mr.  Luce.  But  I  want  your  view. 

Mr.  Meyer.  Yes,  because  it  seemed  to  be  the  universal  sentiment  that  the 
period  during  which  the  corporation  may  function  should  be  extended  for  a 
^ear. 

Mr.  Luce.  That  is  other  people's  s^itim^t.   I  wanted  your  sentiment. 
Mr.  Meter.  My  l)elief  was  that  the  six  months  would  be  sufficient  if  Con- 

gi-ess  passed  legislation  dealing  with  live-stock  financing.  However,  an  addi- 
tional six  months'  extension,  if  not  neede<l,  would  do  no  harm;  and,  if  needed, 
would  be  helpful.   Therefore,  I  am  not  limiting  my  recfHnmeadation  to  six 

months. 

The  Chairman.  I  want  to  ask  you  one  or  two  questions  about  this  live-stock 
proposition.  As  I  umlerstand  it.  you  are  suggesting  tlie  organization  of 
branch  banks  under  the  Federal  Farm  Loan  Act. 

Mr.  Meyeb.  The  organization,  by  districts  throughout  the  country,  of  a  sys- 
tem of  rediscount  banks  under  the  general  si4>ervision  of  the  Federal  Farm 
Loan  Board — operating  more,  however,  as  the  joint  stock  land  banks  do, 
rather  than  as  the  Federal  land  baiiks. 

The  Chairman.  In  other  words,  you  would  have  these  cattle  linance  com- 
panies or^ranized  by  private  subscription? 

Mr.  Meyer.  Yes. 

The  CiTATr.MAN.  To  be  supervise^l  by  the  Federal  Loan  Board'; 
Mr.  ]Meykk.  Yes;  but  issuin;^-  their  own  securities. 

The  Chaiiuian.  And  they  would  take  these  cattle  loans  and  cous<»lidate 
them,  similar  to  the  present  practice  of  the  Federal  Farm  Loan  System. 
Mr.  Meyeb.  Of  the  Joint  stock  land  bank  system. 

The  Chaibman.  Take  the  farmers'  securities  and  put  them  in  the  Treasury 

and  issue  against  them  notes? 

Mr.  Meyer.  Issue  theii*  debentures  secured  by  the  live-stock  paper  and  hav- 
ing the  rediscount  institutions  back  of  the  h>an  <'ompanies. 

The  Ciiaikman.  How  would  you  *'apitalize  themV 

Mr.  IMeyer.  I  would  capitalize  them  by  havhig  the  loan  compuuies  sul)sml)e 
to  their  stock. 

The  GHAiBMAi?.  Then  you  would  Imve  these  loan  companies  privately  or- 
ganized? 
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Mr.  MEYEai.  Yes. 

The  Chaibman.  They  wooM  occupy  the  same  position  that  the  laud  banks  i&'f 
Mr.  Meyeb.  Yes. 

The  Chaibhan.  And  then  they  would  subscribe  to  a  common  fund  whicii. 
would  be  the  capital  of  the  Celling  agency? 
Mr.  Meyer.  Yes. 

The  Chairman.  And  that  selling  agency  would  be  a  sepamte-faratitution.  hut- 
would  be  controlled  within  the  Farm  Loan  Board? 

Mr.  Meykr.  Tlie  bill,  as  it  is  being  prepared,  provides  tor  a  combined  control 
by  some  directors  representing  the  lojin  (-(mipaiiies  which  subscril>e  to  tlie  caii  tal 
stock,  some  directors  representing  the  Federal  Farm  Loan  Board,  and  otb^i 
representing  the  public  interest  in  the  situation. 

The  CHAiBMAjr.  Have  you  a  bUl  prepared? 

Mr.  MEYEaa.  It  is  not  yet  completed,  Mr,  Chahrman. 

The  Chairman.  Yes. 

Mr.  Meyeb.  Possibly  it  may  be  desirable,  in  the  first  instance,  for  the  Gov- 
ernment to  subscribe  to  some  of  the  stock  of  the  rediscount  organizations  the 
subscription  to  be  repaid  out  of  the  surplus  as  earned.  I  am  not  certain  whether-' 
that  would  be  advisable  or  not,  but,  m  any  event,  it  would  not  run  into  any 
considerable  amount. 

The  Chairman.  From  your  experience  and  observation,  coming  in  contact 
With  these  cattle  Ioan&— and  I  agree  with  you  that  there  is  need  for  the  tinanc- 
mg  of  that  paper— what  class  of  debenture  or  obligation  would  you  suggest: 
Would  you  suggest  six  months'  paper? 

Mr.  Meyer.  No. 

The  GHAmiAw.  Or  a  bond  or  debenture  running  over  a  period,  say;  three* 

years? 

Mr.  Meyer.  Yes;  from  one  to  three  years. 

The  CHAiR.>fAN.  What  would  be  tlie  form  of  security  for  the  market? 
Mr.  Meyer.  From  one  to  three  year  paper. 

The  CHADtMAK.  And  you  would  market  that  through  investment  channels? 

Mr.  Meteb.  Yes ;  I  would  favor  one  to  three  year  paper. 

The  Chaibman.  Would  you  think  that  it  would  be  a  class  of  paper  that  would' 
be  suitable,  generally,  for  hanks  to  invest  in? 

Mr.  Meyer.  The  system  ought  to  be  organized  on  a  thoroughly  sound,  solid 
basis.  I  do  not  think  that  banks  generally  should  invest  in  two  or  three  year 
paper,  except  to  a  limited  extent  fiut  of  funds  that  need  not  be  kept  very  liquid. 

The  Chairman.  Would  you  expect  this  parent  institution  to  have  tlie.  redis- 
count privilege? 

Mr.  Meyeb.  Of  the  Federal  reserve  system? 

The  Chaibman.  Of  the  Federal  reserve  system. 

Mr.  Mktbb.  No.   It  is  just  the  fact  that  this  sort  of  paper  is  not  suitable- 
for  rediscount  in  the  Federal  reserve  sysam  that  makes  it  necessary  to  obtaini^ 
the  money  from  other  sources.    There  ought  to  be  a  good  market  for  such 
paper  from  several  sources.    Many  investors  like  a  short  time  investment. 

The  Ch AIRMAN.  Would  you  consider  that  would  be  suitable  paper  for  savings 
banks  and  banks  of  that  (■h:;i"icter? 

Mr.  Mkyek.  Savings  liiiiiks  isre  g(»verned  by  State  laws  which,  in  most  cases, 
would  prevtnt  tl;ii;i  iioni  taidng  it.    Hut.  aside  from  that,  1  feel  that  the 
paper  ought  to  be  made  so  good  that  it  would  be  suitable  for  anybody  that 
wants  to  make  a  two  or  three  year  investment.    Properly  scrutinized  and 
supervise<l,  it  woldd  be  a  very  valuable  investmrat  Indeed,  because  it  Is  s^r^ 
liquidating.    But  live  stock  is  different  from  a  crop  of  wheat,  because  tlte- 
wheat  is  sohl  everj'  year,  whereas  cattle,  for  examine,  require  firom  one  tos 
three  years  to  mature. 

The  Chairman.  Exactly. 

Mr.  Meyer.  Cattle  pai>er  is  in  a  class  by  itself.  That  is  the  reason  it  nee<ls 
some  separate  treatment  and  some  separate  machinery.  Furthermore,  the  indus>- 
try  needs  Ut  be  put  on  a  more  solid  basis  so  far  as  the  security  is  concerne<l. 

The  Chaibman.  What  would  you  suggest  as  to  how  this  paper  can  be  securetl ; 

Mr.  Meyeb.  It  should  be  secured  by  the  live  stock  on  a  conservative  valuati<»i:. 
It  should  be  secured  by  adequate  capital  in  the  loan  company  to  take  care  of 
possible  losses,  and  it  should  be  secured,  again,  by  the  capital  of  the  rediseonnr 
banks  and  the  accumulated  reserves  of  thc^e  organizations. 

The  Chairman.  But,  in  the  first  jilace.  as  the  herdsman  or  farmjer  holds: 
these  cattle,  how  will  he  secure  his  ba;ik ;  by  a  chattel  mortgage? 
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Mr.  Meyer.  By  a  chattel  mortgage^  yes;  and  the  paper  eihould  be  further 
SteraT^  iwethods  of  supervising  and  inspecting  the  live-«tock  ool- 

The  Chairman.  You  mean  by  an  expert  Who  would  go  around  and  inspect 

the  cattle  as  to  condition? 

Mr.  Meyer.  Exactly.  Take  slieep,  for  example.  As  they  grow  oUi  they  have 
to  be  weeded  out  and  replaced  by  young  stock. 

The  Chahiman.  Practically  in  the  same  way  as  the  bank-loan  people  send  out 
appraisers  to  appraise  land?  «  uut 

Mr  Meyer.  Yes.  A  system  of  this  kind  Will  gradually  dev^c«)  a  corps  of  ' 
honest  and  competent  inspectors  to  supervise  the  collateral.  I  may  s^  ift 
passing,  that  the  collateral,  in  many  eases,  has  not  been  properly  supervised 
under  existing  nietho<ls  durin^^  the  past  year  and  a  half.  IVrh!i,,s  the  meth^ 
WCTe  all  right  in  theory,  but  frequently  they  have  not  worked  out  satisfiie- 
torily  in  actual  practice. 

The  Chaibman.  You  mean  that  in  a  period  of  stress  such  as  we  have  gone 

iitfi^^     ^^S'  *^  ^^^^  the  West  could  not  feed  their 

nnSim,         not  have  sufficient  credit  to  buy  them  feed,  there  would  be  a 
T.     [    ""f  I-  this  plan  of  their  getting,  through  loans  from  a  corporation 
of  this  kind,  the  money  necessary  to  buy  the  feed? 

Mr.  Mp:yer.  Yes. 

fhiirlntil  '!!.',','; the  cattlemen  have  Just  passed 
through  W(mld  not  be  brought  about  again*'  *»«>cii 

Mr.  Meyeb.  Yes. 

The  Chaibman.  In  other  words,  it  would  be  a  stabdizer' 

liv^^tJi™,?^*'*^*^;  ao^^tWs  structure  ought  to  furnish  the  foundation  tor 
ne-stock  credit  on  safe  and  sound  lines.  You  understand  of  course  thit  thl 
loans  made  through  it  may  be  supplemented  by  SV^ni  toam  on^H 
mortgages  to  ake  .  aiv.  for  a  short  time,  of  addit:onal  needs  iS  m^y  ^^S? 
loans.  %ve  hold  a  first  mortgage  on  the  live-stock,  wWleTl^l  bank  holdS^ 

fnd  When  Slanir  ^^""'^  '^''^^^'^  thri^rro^^r^: 

Th2  t""  -'^^^^^  Pr«t-eeds  goes  to  the  hank. 

Ihe  Chahiman.  In  listening  to  your  very  interesfng  statement  this  niornin- 
I  inferred  that  your  advocacy  of  this  plan  i^  really  to  permit  the  graZa    in  i 
t  on  of  the  War  Finance  Corporation,  and  to  put  t\L  pan  t  of  The  financing  of 
th  s  important  industry  on  its  own  foundation.  i^aaucing  or 

Mr.  Meyer.  Yes.  Mr.  Chairman,  that  is  what  I  have  in  mind  because  I  do 

C  pora  K.n  ceases  to  operate.  Many  of  the  banks  have  had  a  difficult  e^S 
Hice  witl,  live-stoek  h.nns ;  they  houj;ht  six  months  paper  which  they  later  foJJd 
Sf«iJ^*  s'x  months  paper  at  all,  and  they  will  not  be  anxious  to  go  tato  the- 
business  again  on  a  large  scale.  The  iKuker  companies.  =n  mv  o,,inion  are  no? 
going  teek  into  it  on  an  extensive  scale  if  thev  can  get  out  of  their  resent 
^mmitments;  and  !t  is  a  form  of  financing  that  is  not  suitecl  t  a  aS  ul-  r 
^  of  our  present  machinery.  That  is  the  only  reason  I  suggest  the  Vst  d  i  sii- 
ment  of  new  macltniery.  I  am  not  in  favor  of  creating  new  machinerv  to  do 
th?ngs  that  can  be  done  by  existing  institutions.  ^i""«».v  lo  uo 

The  Chairman.  Am  I  correct  in  the  inference  then,  that  the  establishment 
ot  this  agenc-y  for  the  financing  of  cattle  pMper  wouhl  give  corresS'ng1?l1?f 
to  the  nioney  situation,  and  enable  the  estnhiished  financial  institutions  to  take 
tfons?  '"^^  eonsideraion  the  ferm  I<Z  a^! 

Mr  Meyeb.  I  feel  it  would  he  most  helpful  in  freeing  the  hanks  of  these  longer 
t  me  loans,  so  that  they  could  function  more  fully  and  satisfactorily  witl  re- 
spect to  the  general  agricultural  needs.  .uiMatioriij  wmi  le- 

■  TI'*"  ^^"f  ^^^^  for  example,  another  big  crop-the  cotton  crop.  That 

111  the  south  IS  a  one-year  crop  as  the  wheat  crop  is  in  the  north.  Those  are  two 
big  commodifes  that  have  to  be  financed.  Woul.l  you  think  thTlny  oSS 
machineo'  was  necessary  to  take  care  of  either  one  of  those  crops,  if  we  take 
care  of  the  cattle  situation? 

nAhiS^«^,*^?°^  *****  the  live-stock  situation  were  adequately  taken  care 
of  there  would  be  immense  reUef  in  almost  any  state.  Take,  for  instance 
Oregon  and  Washington  and  Idaho.  They  are  wheat  and  cattle  States  and  be 
banks  are  attempting  to  serve  both  the  wheat  growers  and  the  cattle  misers- 
?nne  on'''"'''  a'"*^  loaded  up  with  long  t'me  loans  on  cattle,  and Xv  ^  Zi 
f  m  ion  in  an  entirely  satisfactory  way  with  respect  to  the  genen^l  agricul- 
South  Dakota  ^  ^^^^ially  the  same  thing  may  he  said  ofMSt^Sd 
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Til  East*  III  Xol>iaslva,  wliere  tlit-y  produce  corn  and  hoi?s,  the  banks  with  the 
luMp  of  the  W  nv  F  imn<-e  Torporation.  niv  taking  care  of  the  situation,  but  that 
js  not  true  of  the  western  part  of  the  State,  which  is  devoted  largely  to  cattle 
raisinfi:. 

In  Iowa  the  banks  can  meet  the  neeils  of  the  feeding  um]  fntteniii^r  business 
because  it  Involves  short  time  paper,  which  is  red-scountable  with  the  Federal 
Kes^e  System.  Oklahoma  is  a  mixed  agricultural  and  live-stock  State 

There  are  lar^je  areas  of  the  country  where  the  agricultural  and  live-stock 
needs  are  mixed,  and  the  banks  would  be  in  far  better  position  to  make  loans  for 
general  a^rrieulturaT  pun^oses  if  they  were  relieved  of  the  slower  live-stock  paper 

Mr.  Stk()X(;.  What  conditions  did  you  find  in  Kansas? 

:\fr.  ^iKYKi;.  Kansas  is  somewhat  like  Iowa,  and  ronditions  th^re  are  greatly 
inii)n>ved,  hut  the  law  limits  the  horrowinjrs  of  Kansas  hanks  to  relativelv  small 
amounts  compared  with  their  capital.  On  that  account  our  loans  in  Kansas  are 
l^erhaps,  relatively  less  than  those  in  other  corn  belt  States,  hut  nevertheless' 
the  farmers  and  stockmen  there  have  shared  in  the  benetits  resuitim;  from  tliP 
loans  n»ade  In  the  neighboring  States,  As  a  matter  of  fact,  we  are  getting  con- 
siderable repayments  from  Kansas,  and  the  banks  seem  to  be  taking  care  of  the 
•situation  faiily  well,  although  this  is  not  true  in  all  cases. 

The  difhculries  that  we  have  experienced  in  Kansas  have  been  due  largely  to 
the  laws  of  the  State,  not  to  any  lack  of  desire  on  our  part  to  help  the  banks 
and.  throuixh  them,  the  farmers  and  stockmen.  We  have  made  a  number  of 
loans  on  live  stock  in  Kansas  an<l  a  .u:ood  many  to  hanks  fur  auriculrui-al  pur- 
pose. The  national  banks,  as  you  perhaps  know,  are  not  limittMl  in  their  bor- 
rowing, as  the  State  banks  are.  We  have  been  over  the  situation  in  detail  and 
have  discussed  it  with  the  governor  and  the  State  banking  dei)artment  We  are 
ready  to  do  our  part  if  the  State  will  put  itself  in  position  to  cooperate.  In  the 
corn  belt  the  crisis  is  over  to  a  considerable  extent,  and,  as  I  have  said,  Kansas 
has  benefited  from  our  loans  in  Iowa,  NebraSka,  Missouri,  and  other  States, 
where  ci>rn  is  now  sellin-  around  50  cents  at  country  elevator  points,  and  hogs 
are  conmiandinir  .<rood  prices. 

Mr.  Strong.  Conditions  are  much  better  than  they  were? 
Mr.  Meykr.  Yes. 

Mr,  Stbong.  Do  I  understand  you  that  as  to  any  lej^isUition  h)ukin^  to  the 
relief  of  agriculture  y#u  take  the  position  that  legislation  should  give  particular 
relief  to  live  stock  and  leave  the  farmer  to  go  to  the  Federal  reserve  system^ 

Mr.  King.  No ;  he  did  not  say  that. 

^Vlr.  Strong.  I  thou^rht  he  said  that. 

Mr.  Mkykk.  T  said  that  live  stock  constitutes  a  rather  distinct  and  separate 
j)roblem,  and  the  reason  is  that  six  months'  paper  does  not  meet  the  needs  of  the 
.grower  of  cattle  and  slieep. 
Mr.  Strong.  No. 

Mr.  Meter.  It  is  unsound  business  to  finance  a  three-vear  process  on  a  six 
mimths'  basis;  and  as  there  is  now  no  place  for  three-year  live-stock  paper,  a 
place  should  be  made  for  it. 

Mr.  SraoNG.  Of  course,  as  you  know,  there  are  several  bills  before  this  com- 
nuttee,  and  there  is  a  great  deal  of  suggest*  d  Ic^slation  looking  to  the  financing 
of  both  the  farmer  a?id  the  cattleman.  The  cattleman  needs  financing  from  one 
to  three  years,  while  the  farmer  generally  needs  only  one  year. 

I  wondered  if  you  thou.erht,  in  creatin,<r  such  an  orpinization  to  take  eare  of 
the  cattleman,  that  we  should  leave  the  farmer  to  be  taken  care  of  in  the  Federal 
reserve  system?  . 

Mr.  MsYEB.  I  have  made  some  recommendations  in  my  report  to  the  President 
The  Chairman.  By  the  way,  I  am  going  to  suggest  that  you  insert  wltti  your 
statement  in  this  hearing  the  report  that  you  made  to  the  President. 

Mr.  :\lKYER.  I  shall  be  very  glad  to  do  that,  Mr.  Chairman. 

T  have  sn.^irested  in  my  re])ort  that  it  m\<xht  be  desirable  to  pennit  national 
l)anks  to  establish  a  limited  numhei-  of  branches  within  a  limited  radius  from 
the  jiarent  institution.  If  this  wei'e  done,  I  believe  it  would  result  in  providing 
the  smallei-  C(tmmuniries,  wltere  the  agricultural  needs  frequently  are  greater 
than  tile  tinancial  facilities  offered,  with  stronger  bankin.^i:  resources.  I  have 
suggested  also  that  the  minimum  capital  required  for  admission  to  the  Federal 
resperve  system  be  reduced  with  the  view  of  encouraging  State  banks  to  join  the 
system.  I  did  not  name  a  specific  amount  in  my  report,  but  I  thinlc  it  might  be 
desiral)Ie  to  refluce^the  minimum  to  $15,000,  the  banic,  in  each  case,  to  give  an 
undertakincT  that  it  will  increase  its  capital  gradually,  say  within  two  or  three 
years,  lo  $^,000.   This  would  make  the  rediscount  facilities  of  the  Federal  re- 
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serve  system  more  avaihdile  to  the  country  districts  and  help  to  improve  the 
banking  situation  in  the  smaller  c(»mmunities.  There  are  metre  than  9.(MM>  State 
banks  now  eligible,  so  far  as  capital  is  concerned,  to  join  the  system,  and  tliey 
ought  to  be  encouraged  to  do  so.  Tlie  problem  should  be  carefully  studied  witii 
the  view  to  seeing  what  may  properly  .and  reasonably  be  done  to  make  it  more 
attractive  for  them  to  join,  without  attempting  to  put  any  pressure  on  them. 
I  believe  that,  in  this  way,  the  Federal  reserve  system  could  be  made  more 
useful  to  the  farmer.  And  I  believe  also  that  the  national  banking  system 
could  be  made  more  useful  to  the  farmer  by  permitting  tJie  ei^tablishm^t  of  a 
limited  number  of  branches  in  any  one  neighborho<Ml. 

1  do  not  want  you  to  .uain  the  inipression  that  T  am  disiiarairin^  the  State 
lianks  rhat  ai'e  soundly  organized  and  }>n»i»erly  mana^'ed.  Tliey  have  tlone  a 
\\<»uderful  work  during  the  emergency  through  which  we  have  been  passing, 
l)Ut,  in  njany  cases,  their  resources  are  inadequate,  and,  of  course,  a  small  l>ank 
can  not  make  large  loans.  Furthermore,  on  account  of  their  large  overhead 
expenses  in  proportion  jto  the  volume  of  business  they  are  able  to  do,  they  are 
frequently  compelled  to  charge  interest  rates  that  are  too  high. 

Mr,  Stkong.  I  agree  with  you  that  the  small  banks  should  be  encouraged  to 
go  into  the  Federal  reserve  ^st^;  but  I  doubt  if  the  branch  bank  is  a  good 
remedy. 

Mr.  Meyek.  The  tw(»  things  together  mi^rht  help  to  remedy  the  situation. 

Mr.  WiXGO.  Is  it  not  true  that  the  i-esult  of  having  tht^se  i>ranch  hanks  is  that 
they  just  take  all  of  the  nioney  out  of  the  small  communities  and  carry  it  to 
the  large  centers? 

Mr.  Meyeb.  Carried  to  excess,  that  may  easily  happen* 

Mr.  WiNGO.  Is  not  that  the  rule? 

Mr.  Meyer.  I  do  not  think  there  has  ever  been  any  branch  banking  along  the 

lines  I  am  suggesting— that  is,  the  establishment  of  a  limited  number  of 
branches  in  a  given  territory.  The  condition  to  which  you  refer  has  been  due 
to  the  spreading  out  all  over  a  State  of  s<»me  large  l)ank  that  is  managed  by  a 
man  who  is  not  familiar  with  the  local  situation  in  the  various  communities. 
Piut  if  the  number  of  branches,  as  well  as  the  radius  within  which  tliey  may 
be  established,  were  limited,  I  think  that  difficulty  would  be  eliminated. 

Mr.  WiNGO^  Has  not  that  bem  tried  out? 

Mr.  Meyeb.  I  have  never  seen  it  tried  anywhere. 

Mr.  WiNGO.  It  has  been  tried  in  my  country. 

Mr.  Meyer,  A  limited  number  of  brandies  in  a  near-by  territory? 

Mr.  WiNGO.  Taking  resources  from  the  small  communities  instead  of — that 
is  the  very  reason  that  the  big  banks  go  out  and  get  to  be  correspondents  of  the 
small  banks,  agreeing  to  do  all  kinds  of  things  for  the  small  banks,  so  as  to 
get  to  carry  their  accounts  and  carry  their  surplus  funds;  tell  them,  Yon 
need  not  carry  any  money ;  we  will  furnish  you  w  ith  money  " ;  and  it  just  drains 
the  little  banks'  money  In  the  small  communities. 

Mr.  SteYEB.  Of  course,  if  you  want  to  keep  the  money  in  an  agricultural  com- 
munity all  the  time,  tiie  year  around,  regardless  of  ttie  needs,  it  would  have  to 
be  put  into  ftied  investmrats  and  then  tbe  funds  would  not  be  readily  available 
to  take  care  of  the  seasonal  peak  loads. 

Mr.  WiNGo.  Agriculture  has  dwindled  very  rapidly  in  England,  has  it  not? 

Mr.  Meyer.  Yes. 

Mr.  \YrxGo.  Have  not  all  the  writers  attributed  that  to  theii-  vicious  bank- 
ing system? 

Mr.  Meyer.  There  are  banks  in  England  with  perhaps  a  tlumsand  branches — 
branches  all  over  the  United  Kingdom,  but  all  catering  in  London.  I  am  oi> 
pose  l  to  that  form  of  banking  organization  for  this  country.  But,  in  my 
opinion,  the  establishment  by  a  niitional  bank  of  a  limited  number  of  branct^ 

within  a  limited  radius,  so  as  t<»  make  available  to  tlie  smaller  communities 
the  larger  resources  of  such  an  institution,  woiild  be  helpful. 

Mr.  Wtn(;o.  H(»w  are  you  going  to  eliminate  the  natural  selfishness  of  human 
nature,  that  is  always  [»redominant.  so  that  you  have  rhat  situation  there? 
You  say  rhat  this  bank  shall  nor  have  branches  farther  away  from  it,  say,  than 
50  miles.  Then  a  laruer  hank — for  illustrati<»n  we  will  rake  Kansas  City. 
You  will  not  permit  a  Kansas  City  bank  to  have  a  branch  any  farther  away 
than  50  miles;  but  it  would  be  very  easy  to  have  a  control  of  the  stock  in 
another  central  batik  out  here  a  hnndred  miles  away,  and  so  you  could  cover 
the  whole  country. 
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Mr  Mk\kk.  ihat  can  he  done  now.  nnd  is  bein.sr  done,  without  anv  branches, 
but  1  think  the  branches  would  tend  to  overcome  that  situation.  There  are 
so-called  ehaiu-bauk  sys^teuis  all  over  the  country. 

Mr.  WlNGO.  Then  do  you  propose  to  lepilize"  tlie  chain-hank  system? 

Mr.  Meyer.  No,  I  do  not  I  think  what  I  have  suggestixl  would  offset  it  and 
would  put  the  larger  resources  of  the  larger  banks  into  the  smaller  c<nnuuuii- 
ties,  where  the  local  resources  are  inadequate.  Many  a  $10,000  bank  does  not 
propei-ly  serve  tliese  conmiunities.  It  may  have  deposits  of  $100,000,  but  it  mav 
pay  interest  on  these  deposits  and  then  charge  higher  rates  on  their  loans, 
btill,  in  sinte  of  Ingh  interest  charges,  they  do  not  always  prosper. 

Mr.  WiNdo.  I  iiave  in  mind  one  little  country  bank  with  $10,000  capital 
stock.  That  is  in  a  little  village  where  they  have  one  or  two  general  stores 
only.  That  $10,000  capital  stock  is  larger  in  proportion  to  the  needs  of  that 
community  than  a  large  bank  at  the  county  seat  of  that  very  county  which 
has  $25,000  capital. 

Mr.  Meyer.  Perhaps  $25,000  is  inadequate  for  their 'needs,  whUe  $10,000  is 
more  than  adequate  in  the  other  place.    You  are  speaking  comparatively. 

:Mr.  Wix(:o.  Well,  the  whole  tiling  goes  comparatively,  does  it  not? 

:Mi-.  :vIeyer.  Yes:  but  I  would  not  authorize  a  .?10,000  bank  to  establish 
I>ran(  lu  s.  I  would  say  that  no  bank  with  less  than  $50,000  capital  should  es- 
tablish branches. 

Mr.  WiNGo.  Do  you  not  know  that  if  you  legalize  the  chain-bank  system  

Mr.  Meyer.  I  do  not  propose  ro  legalize  the  chain-hank  system. 
Mr.  WiNGO.  That  is  the  effect  of  branch-bank  proposals. 
How  many  branches  would  you  authorisse  of  a  bank? 
Mr,  Meyer.  Two  or  three. 

Mr.  WiNGO.  Do  you  not  know  that  if  you  authorized  three,  in  the  average 

agricultural  community  one  large  bank,  if  it  had  authority,  with  its  branch 
banks  at  the  county  seats,  they  could  absolutely  drive  out  of  business  the  little 
local  banks  established  by  the  local  communities?  Has  not  that  been  the  ex- 
perience even  of  urban  conmiunities?  Has  not  their  experience  been,  where 
branch  banks  were  authorized  in  the  cities,  that  they  wouhl  drive  out  little 
banks  that  were  out  in  the  suburban  villages,  with  their  branches? 
Mr.  Meyer.  I  do  not  know  

Mr.  Wraoo.  Is  not  that  so  in  Washington  City  now?  Do  they  not  i)ropose  to 
absolutely  drive  out  of  business  a  lot  of  small  banks?  They  say  they  have  too 
many  banks  here,  and  the  larger  banks  intend  to  gobble  up  the  smsM  banks 
and  make  them  branches. 

Mr.  Meyer.  I  have  given  you  my  opinion  after  a  careful  study  of  the  prol)- 
lem.  I  feel  that  the  larger  banking  resources  which  in  my  judgment  would  he 
made  available  to  these  smaller  communities  if  a  limited  uumbar  of  branches 
were  permitted  would  he  of  gi-eat  heneht  to  them. 

Of  course,  s<mie  of  the  small  hanks  might  become  the  branches  of  the  larger 
institutions  and  be  glad  of  the  opportunity.  But,  in  any  event,  bi-anch  banking 
is  being  devekq^^ed  very  rapidly  in  some  places  under  State  laws,  and  the 
authorization  of  a  limited  number  of  branches  of  national  banks  would,  I  be- 
lieve, be  desirable. 

Mr.  WiNGo.  Because  a  thing  is  thriving,  that  is  no  reason  for  ext^islon. 

Mr.  Meyek.  But  it  may  now  be  done  by  a  State  bank. 

Mr.  Win  GO.  Its  practice  is  no  indication  that  it  is  a  virtue, 

Mr.  Meyek.  No. 

Mr.  AA'iNGo.  Do  you  not  think  that  instead  of  our  meeting  a  State  evil  we 
ought  to  try  to  check  it? 

Mr.  Meyer.  We  can  not  control  the  action  of  the  States,  and  the  State  gov- 
miments  are  encouraging  branch  banks. 

Mr.  Wmoo.  Very  well ;  if  we  authorize  national  banks  to  establish  branch 
banks  in  every  State  in  the  Union,  will  we  not  compel  the  State  bankers  in 
every  State  that  does  not  now  permit  branch  banks  to  go  to  their  legislature 
and  say.  "The  Federal  (Tovernnient  has  given  authority  to  national  banks  to 
esta])lish  hranrh  l)anks":  making  the  same  argument  that  is  made  here,  namely, 
that  hecause  the  States  authorize  the  establishment  of  branch  banks  we 
should  establish  branch  national  banks? 

Mr.  SMIKr.  I  am  not  arguing  that  as  a  reason  for  permitting  national  banks 
to  establish  two  or  three  branches.  I  am  simply  saying  that  branch  banking 
is  growing  regardless  of  the  fact  that  we  do  not  permit  It  hi  the  national  bank- 
ing system.  While  I  am  heartily  in  favor  of  decentralization  of  banking  in  the 
big  sense,  I  think  you  will  agree  with  me  that  it  may  be  carried  too  far.  I 
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believe  the  smaller  communities  would  be  l>etter  ser\'ed  if  the  uaMonal  banks 
were  permitted  to  estabUsh  a  limited  number  of  branches.  When  1  say  rhe 
smaller  communities  I  mean  the  farmers  and  stockmen,  not  the  l>anking  inter- 
ests. I  am  discussing  the  matter  from  the  standi^oint  of  agriculture,  nor  Irom 
the  banking  point  of  view.  I  am  not  at  all  inrereste<l  in  rhe  extensnHi  of  the 
branch  banking  privilege  to  the  l)anks  in  rhe  large  cities. 

I  may  add  that  Avhen  a  national  bank  buys  u  State  institution  it  is  allowed 
to  keep  the  branches  of  the  State  institution. 

Mr.  WiNGo.  You  think  that  the  establishment  of  branch  banks  is  to  the  Inter- 
est of  agricultural  communities?  ^  ,     ^  ^ 

Mr.  Meyeb.  I  do  if  they  are  Umited  In  number  and  limited  m  the  distance 

from  the  parent  Institution.  ^  ^       ,  - 

Mr.  WiNOO.  Have  you  ever  heea  associated  with  bufidness  and  bankmg  m 

small  villages? 
Mr.  Meyeb-  No. 

Mr  Wtngo.  Have  you  ever  studied  

Mr  Meyer.  Yes:  T  have  studied  the  matter  for  a  long  lime. 

Mr  WixGO  Have  von  ever  studied,  fn)in  the  comparative  standpoint  of  the 
business  done,  what' iiappeued  where  you  did  have  the  branch  bank  system 
established  in  the  smaller  community— what  effect  it  had?  , 

Mr  Meyer.  The  kind  of  branch  banking  I  am  ^Ikmg  about— a  limiteil  num- 
ber of  branches  within  a  limited  radius— does  not  exist  anywliere,  so  far  as 
I  know,  so  that  that  i>articular  thing  could  not  have  been  studied. 

Mr  WiNGO.  You  would  he  surprised,  then,  to  know  that  it  has  heeu  tried/ 

Mr!  Meyer  Only  in  a  very  limited  way  I  imagine.    You  say  that  you  luive 

it  in  vour  own  (Muuitry.  ...»        .  ^ 

Mr  WiN<;o  Oh.  von  have  it  all  o\er  the  West  and  the  South.  In  an  mdlrect 
wav  you  have  had  *  brant  h  banks  In  many  places,  and  it  has  been  very  hard  to 
get  rid  of  them.  This  same  argument  was  made.  Men  would  go  into  the  little 
local  communities  and  say,  "Let  us  just  organize  a  little  bank,  and  you  take 
one  or  two  shares.  We  want  you  to  have  an  interest.  We  are  <lirectors  n  a 
large  bank,  and  as  individuals  we  will  take  the  rest  of  the  capital,  and  we  will 
have  the  resources  and  yon  will  have  our  bank  back  of  you.  This  bank  in  the 
citv  or  the  larger  communitv  will  be  the  correspondent,  and  will  take  care 
of  "v<mr  hus  ness."  It  has  been  a  very  bitter  exi>erience  for  many  communities. 
1  have  investigated  it  in  several  States.  They  found  it  very  bad,  and  they  got 
rid  of  it  as  ipiiiklv  as  thev  could.  I  know  of  several  of  them  in  my  district 
that  have  been  eitlier  put  out  of  business,  or  outsiders  forced  to  sell  their  stock 
to  local  i>ersons  because  the  local  people  got  rid  of  them  as  soon  as  they  could, 
and  they  have  gone  back  to  the  other  system.  .       ,  . 

Mr.  Meyeu.  I  have  merely  expressed  my  views  on  the  matter^  I  thuik  it 
would  be  helpful. 

I  would  also  encourage  the  State  banks  to  .lom  the  l- tMleral  reserve  system 
bv  reducing  the  present  capital  stock  limitation.  I  am  not  opiM>sed  to  the 
State  hanking  institutions.  Many  of  them  have  been  very  serviceable  to  their 
communities  and  are  very  well  managed;  but  there  has  l>een  a  great  deal  of 
bad  management  In  the  smaller  banks.  Some  of  the  cross-roads  to\A-ns  in  the 
Middle  W^t  have  four  banks,  one  on  each  corner,  each  with  $5,000  or  $10,00U 
capital,  competing  for  business  and  then  not  doing  it  on  a  sound  basis 

I  do  not  know  that  particular  system  is  going  to  cure  the  weakness  of  nuMi. 
or  their  laziness  in  s<mie  cases,  or  their  inefficiency  or  cupidity  in  other  cases. 

Mr.  AViNGo.  The  verv  illustration  yow  use,  with  all  fairness  to  you,  illustrales 
the  viewpoint  of  von  gentlemen  that  study  business.  You  have  tlie  same  feel- 
ing jU)out  those  little  banks  on  the  four  comers;  you  do  not  regard  that  as 
banking  at  all,  any  more  than  John  Wanamaker  regards  a  peanut  stand  as 

commercial  business. 

Mr.  Meyer.  I  think- 1  have  had  more  to  do  with  small  banks  than  any  one 
else  in  the  country,  and  we  have  shown  our  contidencv  in  them  l)y  making  loans 
to  about  4,500  of  "them.  I  am  not  prejudiced  against  small  hanks,  hut.  never- 
theless, I  see  the  need  for  larger  facilities  in  many  of  the  smaller  communities, 
sometimes  only  for  a  short  period  and  sometimes  permanently.  And  it  is  my 
idea  that  larger  resources  <'an  be  made  available  to  the  smaller  conummities 
through  branches  of  the  larger  national  banks. 

Mr.  WiNGo  That  is  quite  a  theory;  but  the  fact  renmins  that  wat^y  will  not 
run  uphill ;  and  you  want  to  make  ^ter  run  uphilL 

Mr.  Meyeb.  No,  I  do  not. 

Mr.  WiNGO.  Whoever  you  make  a  connect'on,  it  seeks  the  level  of  the 
central  reservoir. 
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othere'^iH  nv;.r'thl  '^^^  'r  I'"-';  <-^»'"^<-te.l  with  a  hundred 

ornere  all  o\er  the  state,  but  if  it  is  kept  Uk-h\  l.v  restrictinii-  the  number  of 

branches  ami  tbeir  distance  frcm.  the  i.lireut  institution  I  iTo  mt  lh£  ml 
situ.ition  yon  have  in  mind  will  arise. 

Mr.  IH-NBAK  Mr.  r-liairnum,  I  want  to  say  that  that  is  a  mistake;  that  water 
;lMts'iMm;;h.^'  •  ^i^i>^im  mver  is  higher  near  its  center  than^t  is 

Mr.  Win,;,,.  That  is  tlie  best  arfrument  I  Iiave  heard  t(.-day  in  favor  of  brancli 

loi-disni  t(.r  tiie  Aiuencan  fanner.   Tlie  banker  is  too  far  away 

Mr.  DrNBAB.  I  am  not  making  tliat  as  an  arjjunient.  l)ut  there  are  different 
powers  that  control  the  flow  of  water.   One  is  the  forc  e  of  ^ravity/ai^ unutC 
1.S  tlie  <  eiitrifuffal  force  of  the  rotation  of  the  earth  on  its  axis  uwtner 
Mr.  W  iNGO.  I  will  refer  you  to  Mr,  Einstein. 

Mj-.  DrxMAK.  So  tliat  the  watei-  d(.es  run  toward  the  equator  as  a  rule,  and 
to  t'^l.e'eiiuat.lr'  ^^^^  ^at^r  up  hill  and  draws  it  up 

Tlie  CuAiKMAN  ^Ir  Meyer,  .v..u  liave  been  very  generous  with  us  to-day.  and 
we  are  very  nnich  obli.tre(l  to  vou,  sir.  «-"-m«J',  auu 

folKrr""^  >eferred  to.  is  here  printed  in  full,  as 

AGBICXn-TURAI.  AND  LiVE  STOCK  CONDITIONS  AND  FiNAXtE. 

,  APBtt20,1922. 

.  A^    Y'i  T  ,  ^'"'^^■''""f'^-'  Pursuant  to  the  suggestion  contained  in  your  letter 
ot  -Maicli  4  I  liave  made  a  trip,  foveriiifi  more  than  13.000  miles,  through  the 
<nnntiy  west  ot  tlie  Mississippi  River,  for  the  purpose  of  studvinj^^  agricultural 
aiid  Uve-stoclv  conditions.    My  investigation  ineluded  visits  Vo  rhkSgo,  D?s 
Moines,  Omaha.  Kansas  City.  Oklalionia  (Mty.  Fort  Wortli,  Dallas,  Denver 
Cheyenne,  AlbUduerque.  Phoenix,  Los  Anjreles.  San  Francisco.  Salt  Lake  Citv' 
Boise,  Portland,  Seattle,  Spokane,  Helena,  Fargo,  and  Minneapolis.    I  had 
the  opportimity  to  confer  not  only  with  the  members  of  ll  committees  of  the 
agricultural  loan  agencies  of  the  War  Finance  Corporation  in  that  territorv 
but  also  NMth  other  representative  groups  of  bftsiness  men  and  bankers  and 
witii  representatives  of  farm  otganizatiotis  and  cooperative  marketing  asso- 
ciations. "  """^ 

The  i»eople  of  the  West,  I  found,  attached  great  significance  to  the  fact  that 
j-ou  are  tollowuig  agricultural  conditions  with  such  svmpathetic  interest  and 
^LJ^7,  gratified  tliat  .y«ai  had  seen  fit  to  request  tluit  I  make  a  personal 
Investi^tion  of  the  situation  and  report  to  you. 

NOTEWOBTHT  IMPBOVEUKNT  IN  AGMCUITTBAL  CONDITIONS. 

My  inyestiiration  fully  confirmed  the  statements  made  in  niv  letter  to  you  of 
3Iar<-i  .>  ivgardiiiir  the  notewortliy  iiiii)rovement  in  agricultural  conditions. 
I  lie  degree  and  tlie  rate  of  iniproveiiient  in  the  different  sections  of  the  West 
vary  mth  the  nature  of  the  agricultural  activities  and  the  marketing  season 
The  corn  and  hog  raisers  of  tlie  Middle  West,  for  instance,  are  marketin'^ 
their  products  and  getting  a  fair  return  for  them  every  dav.    This  territorv 
therefore,  is  in  the  lead  in  the. improvement.    The  sheep  raisers  are  getting 
good  pri(;es  for  wool  this  sprtag,  and  fat  lambs  are  in  demand  at  satisfactory 
pnces.    Those  engaged  in  the  fattening  of  cattle  in  the  Middle  West  have 
likewise  done  xyell  during  the  past  few  months.    The  live-stock  breeders  also 
are  better  ofC,  because  of  their  increased  ability  to  finance  their  business  and 
because  of  the  improved  market  at  hiirlier  prices,  actual  and  prospective 
for  y<mng  stock.   Tlie  grain  growers  of  the  Northwest,  (.n  the  other  hand  have 
not  made  as  much  progress  as  .vet.  because  a  htrire  jiart"  of  last  v(^ar's  wheat 
CTOp  was  marketed. at  low  prices.    Further  improvement  will  come  this  year 
if  a  fair  crop  grown  at  a  lower  cost  than  during  recent  years  can  be  "sv^ld 
at  prices  remunerative  to  the  grower,  which  will  be  the  case  if  the  present  good 
prospects  continue. 

Moisture  conditions,  which  are  so  important  at  this  time  of  the  year,  were 
reported  to  be  liiglily  satisfactory.  So  far  as  T  was  able  to  detennine,  there 
IS  no  extended  area  which  has  not  had  sufficient  moisture,  and  this  is  true 
even  in  those  .«e<tions  whicli  have  suffered  freqneiitlv  from  dnmirht  The 
outlook  at  the  present  time,  tlierefore,  appears  to  be  one  of  unusual  promise 
for  the  coming  season.  ^ 
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Cretlit  conditions  evoi-ywhere  are  improving.  The  work  of  the  War  Finaiwe 
<V)rporatinii  in  ena!)lin^  the  smaller  ronntry  l>anks  to  carry  their  farmer  cus- 
tomers for  a  h)njrer  j>erio»l  was  reported  to  he  a  vital  factor  in  restt»rin.ir  mnti- 
ilence  and  in  stoppin;r  the  f<»r('ed  liquidation  that  ju-evaileil  at  the  time  of  rlu> 
passage  of  the  agricultural  credits  aet.  It  was  rejiurted  als(.  that  tlie  new 
loans  made  by  bauks  which  borrowed  from  the  corporation  found  their  w  ay  to 
points  where  relief  was  most  urgently  needed.  Funds  are  accumulating  in 
the  western  banking  centers,  and  tliese  centers  api^tor  in  general  to  he  atle- 
quately  taking  care  of  the  needs  of  the  fai-niers  in  connection  witli  their  plant- 
ing operations.  There  is  a  noteworthy  increase  in  tlie  demand  for  fai'ui 
mortgages  <m  the  part  of  private  investors,  saviuirs  hanks,  life  insurance  com- 
panies, and  similar  in\  e>tment .  institutions.  This,  to  ti  considerable  extent, 
is  makinj^  possible  the  liquidation  of  iudebteducs^s  lieietofore  held  us  frozen 
loans  by  local  banks. 

JOINT-STOCK  LAND  BANKS* 

In  s<mie  districts  the  question  of  hind  loans  is  to-day  of  luime  iniprrtanre, 
be<-ause  adeiiuate  funds  for  such  loans  have  not  been  obtainable  on  reas4»nai>le 
terms  during  the  period  of  overexpausion  of  credit  and  high  interest  rates. 
Within  the  past  six  months  the  Federal  land  banks  have  increased  the  scale  of 
their  operations  by  about  50  per  cent.  These  banks  are  now  making  new  loans 
aggregating  approximately  $18,000,000  a  month,  as  against  $12,000,000  a  month 
last  fall.  But  in  certain  parts  of  the  West  the  need  for  mortgage  money  is  not 
being  adequately  met  by  the  Federal  farm  loan  system  because  of  the  limitation 
which  prevents  a  Federal  land  bank  from  lending  more  than  i?10,(XM)  to  any  *»ne 
borrower.  T  have  in  mind  particularly  the  h^rire  western  grain  farmei's.  whi> 
cultivate  extensive  acreages,  and  also  the  stockmen,  whose  ranches  to  be  eco- 
nomical producing  units  nmst  be  conducteil  on  a  fairly  large  scale.  To  meet  this 
situation,  I  have  suggested  the  formation  in  Montana,  Idaho.  Colorado,  and  other 
westerh  States  of  joint-^tock  land  banks,  which  are  authorized  to  make  loans 
up  to  a  maximum  of  from  $37,500  to  $50,000,  depending  on  the  amount  of  the  capi- 
tal of  the  bank.  The  stock  subscription  for  a  joint-stock  land  bank  in  Wyoming 
has  already  been  completed ;  plans  for  the  organization  of  such  a  bank  in  Ore- 
gon to  meet  the  needs  of  the  eastern  Oregon  grain  growers  are  under  active  con- 
sideration ;  and  other  similar  institutions  are  in  process  of  formation  in  other 
sections  of  the  country.  The  sale  of  the  bonds  of  these  banks  naturally  will  dc- 
I)end  in  each  case  upon  the  standing  of  the  management  and  its  reputation  for 
proper  business  care  and  judgment. 

liie  joint«stock  land  banks  constitute  an  agency  of  peculiar  value  under  pres- 
ent conditions — an  agaicy  which  has  been  authorized  since  1916,  but  which  has 
not  functioned  on  an  extensive  scale  up  to  this  time.  With  proper  supervision. 
I  believe  that  these  institutions  will  perform  a  most  useful  service,  especially 
in  the  territory  where  farming  is  conducted  in  large  units,  and  also  in  the  live- 
*stcck  country,  where  ranch  land  values,  even  ou  a  low  valuation  per  acre,  neces- 
sarily run  into  substantial  amounts. 

To  sum  up,  I  found  on  my  trip  through  the  West  that  the  serverc  and,  indeed, 
xmprecedented  depression  which  dealt  sucli  a  hard  blow  to  the  agricultural  iti- 
terests  is  in  some  sections  of  the  coimtry  already  a  thing  of  the  past ;  that  iu 
other  sections  it  is  rapidly  passing;  and  that  everywhere  biope  and  confidence 
are  talcing  the  place  of  fhe  deipdr  which  six  months  ago  was  so  wid^y  prevalent. 

SBOEBCffiNCT  UOAXB  OF  WAB  IXNANCl!  COBFORATiON. 

You  are  already  familiar  with  the  measures  which  the  War  Finance  Torpora- 
tion,  under  congressional  authorization,  took  to  meet  the  emergency.  The  cor- 
poration in  the  past  six  months  has  authorized  more  than  6,500  loans,  aggregat- 
ing approximately  $152,000,000,  to  banks  in  the  agricultural  sections  of  the 
country.  It  has  approved  loans  totality  more  ttian  $73,000,000  to  live  stock 
loan  companies  and  banks  upon  the  security  of  live  stock.  It  has  approved  leans 
exceeding  $63,000,000  to  cooperative  marketing  associations.  Including  advances 
to  finance  agricultural  and  other  exports/loans  aggregating  more  than  $333,(X>0,- 
000  have  been  authorized  by  the  corporation  since  the  spring  of  1921.  Clearly, 
many  of  these  loans  were  made  necessary  by  the  unique  conditions  produce<i  by 
the  collapse  of  a  war-time  inllati<m.  These  conditions  must  be  regarded  as  ex- 
•ceptional  and  tlieir  recurrence  need  not  be  anticipated. 
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The  experience  ol"  the  inxst  year  Im.s,  liowever.  revealed  certain  defectvS  in  uur 
agricultural  cretlit  system  which  are  of  a  more  fundamental  nature  and  which 
can  not  be  remedied  by  temi)orary  measures.  In  considering  whether  and  to  what 
extent  the  rwwers  of  the  War  Finance  Corporation  should  be  extended  beyond 
tlieir  present  limit  of  July  1,  1922.  and  what,  if  any,  new  legislation  hiay  be 
rcfiuired.  it  is  important  to  distinguish  clearly  th(»se  features  of  the  recent  agri- 
t-ulrnrai  <-i'isis  <1up  to  a  tcmporaiy  emergency  and  yieldin.u*  to  temporary  measures 
of  relief,  uud  those  reveuliug  defects  that  require  permanent  remedies^ 

KfcU)iscor:<Ts  fuk  i  oi  ntky  hanks. 

Most  of  the  banks  to  wJiich  loans  have  been  made  by  the  cori)oratiou  are 
State  organizations  and  are  not  members  of  the  Federal  reserve  system ;  and 
the  capital  and  res<uirces  of  a  cons'derable  number  are«so  inadequate  that  they 
arc  unalde  to  i»erform  a  sound  and  useful  bank  ng  function.  Some  of  these 
sinaiicr  insrituti<Mis  have  not  i>een  conducted  cimservatively ;  and.  in  a  few 
Sratcs.  tliere  has  hceii  evidence  of  poor  supervision  hy  the  State  hankin«r  de- 
parrnicnts.  IM'oniotions  of  unsound  <*haracter  have  had  uuich  to  do  with  the 
tn»ui)Ies  of  some  of  them — promot'ons  which  auiomited,  in  many  cases,  to 
sK-tual  sw.ndles.  Laud  speculation,  too,  has  phiyed  its  part  and  has  heen  re- 
sponsible, in  same  sect'ons^  for  much  of  the  distress  of  the  farmer  and  of  the 
banks  in  the  agricultural  dlRtricts.  But  the  difficulites  due  to  poor  banking* 
si»eculat'on«  and  other  excesses  that  usually  accompany  a  period  of  inflation, 
su<li  as  prevailed  during  the  war  period  and  immediately  thereafter,  were  not 
confined  to  the  ujrricultural  districts;  they  were  characteristic  of  the  finan* 
cinl,  industrial,  and  couuiien  ial  situation  in  the  entire  country. 

An  ade(iuate  red'sc(»unt  facility  foi-  country  hanks  is  a  retil  need,  althou^'h 
the  la-ohleni  is  heiu^-  niajinitied  at  the  present  tinie.  It  nnist  he  understood  that 
most  of  the  buniiin^-  of  the  country  is  done,  always  has  lieen  done,  and  always 
vv:il  be  done  with  the  funds  which  const  tute  the  hanking  capital,  surplus,  and 
deposits  of  the  financial  institutions  of  the  country,  supplemented  by  the  flow 
of  investment  funds  continuously  available.  It  may  be  safely  stated  that  the 
rediscounts  furnished  to  country  hanks  ])y  city  banks  correspondents  are  very 
much  larger  in  volume  than  those  furnished  by  the  entire  Federiil  reserve 
syst(Mn. 

The  market  collapse  of  11120-21  left  the  country  haidvs  m  an  over-extended 
tinancial  c()nditv»n.  At  the  he,uinninK  of  that  peri<»d.  the  l)anU  dep(»sits  were 
lar^e  and  the  loans  in  pr<»i»ortion.  As  markets  and  prices  collai)sed,  de]>osits 
were  greatly  reduced  without  a  proportionate  reduction  in  loans.  The  present 
movement  is  toward  an  increase  in  deposits  in  many  of  the  agricultural  sections 
and  a  reduction  in  loans.  When  loans  have  been  reduced  and  deposits  have  in- 
creased, the  need  of  the  small  country  banks  for  rediscount  facilities,  aver  and 
above  those  provided  hy  their  city  correspondents,  will  have  been  materially 
curtailed  and  perhaps  lar.trely  eliminated.  Tu  other  words,  the  need  for  this  part 
of  the  woi'k  of  tlu^  War  Finance  < 'or|K)rati(»n  is  largely  temporary. 

Thei'e  are,  however,  certain  steiis  that  can  and  should  he  taken  to  improve  the 
bank  n^r  situation  in  the  agricultural  districts,  and  I  suggest,  for  your  con- 
sideration, the  following: 

ENCOnUOK  STATE  BANKS  TO  JOIN  FEDERAT.  KESERVE  SYSTEM* 

1.  That  the  State  noniueniber  banks  having  adequate  cap'tal  and  proper 
nianairenient  he  encouraged  to  enter  tlie  Federal  reserve  system  (only  l,59r)  out 
of  n.2.'!n  State  hanks  aiul  trust  companies  eligible  for  mendtership  have  joined 
so  fart  :  and,  furthei'UHn-e.  that  the  mlninnnn  capital  re<pnred  for  adnrssion  to 
the  system  he  reduced — the  adnnssion.  in  such  cases,  to  he  conditioned  up(»n  an 
undertaking  to  increase  the  cai)"tal  to  the  present  nnninunn  of  $2r).0dd  within 
a  definite  time.  The  fact  that  a  very  lar^e  percentage  of  the  apidicants  foi*  the 
emergency  assistance  of  the  War  Finance  Corporation  were  nonmember  State 
banks  indicates  that  the  members  of  the  Federal  reserve  system  have  had  an 
advantage  in  the  situation. 

AUTHOKiZE  LIAllTED  BRANCH  BAJNKIISG  BY  A'ATIONAL  BANKS. 

2.  That  the  National  Banking  Act  he  amended  to  i)entnt  a  limiterl  amount  of 
branch  banking.  Many  of  the  small,  inadequately  capitalized  country  hanks  are 
located  in  towns  which  need  some  banking  facilities  but  whose  business  does 
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not  attain  a  suliicieiit  volume  to  jusrity  the  uiaiutcnaiu-e  ol*  an  iiidepenilent 
haJik.  In  my  opiniiui,  it  w(»uld  assist  iii  the  solutUai  or  the  i»roblcm  to  authorize 
natitauil  haidcs,  operating  in  adjacent  territory  and  familiar  with  local  con- 
ditions, to  establish  bmnches,  limiting  the  number  of  branches  for  any  one 
national  bank  and  restricting  the  radius  of  action  with  relation  to  the  main 
Institution. 

The  dangers  of  overcentralization  in  banking  are  not  to  he  i^niored.  The 
War  Finance  Corporation  is  a  form  of  ceiitralized  hankinir  i)o\ver  in  its  most 
extreme  application:  and,  while  sxwh  a  c(»ncentratiou  of  power  and  resoiu'ces 
was  suitable  for  the  ^rave  emeruency  that  confronted  the  a^i-icull ural  and 
haiddn.ir  interests  (»f  the  c<»untry  last^  autunm,  it  is,  in  my  opinion,  entirely 
unsuited  to  the  i)ermanent  banking  structure  of  the  nation.  Central. zatiou  of 
banking  resources  might  indeetl  result  if  any  national  bank  were  permitted  to 
establish  an  unlimited  number  of  branches;  but  the  suggestion  I  have  made 
contemplates  only  the  establishment  of  a  limited  number  of  branches  by  any 
one  bank  and  within  a  limited  radius  of  the  parent  institution.  This  would  pro- 
vide the  smaller  towns  in  the  agricultural  districts  with  hranches  <d*  well 
m;n)a.u*ed  and  ade<piately  cai)italized  national  hanks  and  would,  in  my  judgment, 
greatly  improve  the  hanking  situation  in  those  districts. 

There  is  anctther  featui'e  of  the  nuitter  which  sh<»uld  l^e  horne  in  mind. 
Excessive  interest  i-ates  complained  (»f  in  the  country  districts  appear  to  be 
charged  largely  hy  the  very  small  banks.  High  rates  are  more  or  less  a 
natural  consequence  of  the  large  overhead  expense  c-ompared  with  the  small 
volume  of  bushiess  which  they  are  able  to  do,  and  even  then  such  banks  aie 
frequently  unable  to  prosper.  It  seems  to  me,  theref<>re,  that  a  restricted 
amount  of  branch  banking  not  only  would  furnish  better  financial  facil  ties  to 
the  torming- districts  but  would  also  tend  materially  Xo  reduce  interest  rates. 

KEW  LIVE-STOCK  LOAN  COMPANIES. 

An  important  result  of  the  work  of  the  War  Finance  Corporation  has  heeu 
the  formation  of  a  number  of  new  live-stock  loan  companies,  earli  with  sub- 
stantial capital  snhs'crihed  l)y  local  business  n»en,  hankers,  and  stocknirn.  The 
capital  of  these  new  c(aiipanies,  all  of  which  has  heen  snhscrihed  during  the 
past  six  months,  exceeds  in  the  agjrre^^ate  the  total  amount  of  capital  invested 
in  all  the  live-stock  loan  companies  that  existed  previous  to  October  1,  1921. 
And  whereas  most  of  the  capital  of  the  former  companies  was"  concentrated  in 
a  few  places— principally  in  Chicago,  Kansas  City,  and  Omaha— the  new  com- 
panies are  largely  owned  and  managed  locally  in  the  various  live-stock  prrow  mg 
States.  These  institutions  will  not  only  serve  i)resent  emer^rency  needs  hnt 
they  slKUild  add  to  the  permanent  structure  of  live-stock  tinanc.n^'  for  all  tune. 
Throu^'h  them,  as  well  as  thi*(»u:j:h  other  tinancin;:  or^^ani/ations,  the  War 
Finance  rV^rp<»ratiou  has  made  louus  aggregating  approximately  ^73,000,000  for 

live-stock  pui-p<»ses.  _        '«  ^  ^. 

In  referring  particiilariv  to  these  new  c<mipanie8,  there  is  no  intention  to 
minindze  the  importance  "of  the  older  companies.  They  have  had  a  difficult 
time  during  the  past  two  years  and  their  stockholders  have  furnished  millions 
of  dollars  to  maintain  their  wlvency  and  stability.  By  so  *loing,  they  have 
prevented  disaster  to  the  live-stock  industry  and  to  the  banking  institutums 
int^^re^^  in  it. 

J.IVK-8XOCK  INDUSTKY  .NOT  PUOPEKKY  FINANCED. 

The  live-stock  industry  c-onstltutes  one  of  our  great  basi<-  artivit  es  an.l 
involves  a  turnover  of  an  enormous  aggregate  amount,  but,  in  my  opiuiou,  it 
has  never  been  properly  financed  from  two  points  of  view. 

In  the  first  place,  the  tinancin--  has  \un  heen  rimeil  to  the  requirements  of  the 
turn(»ver  The  hnsiness  of  fattenin.^  live  stock,  which  involves  a  turnover 
i  f  six  mmiths  more  or  less,  ean  easily  he  taken  care  i»f  by  existing  machinery, 
liut  the  Unvser  time  re(piirements  of  the  live-stock  breeding  industry,  involv- 
ing a  turnover  <»f  about  three  years,  have  been  financed  through  loan  com- 
panies, .which,  selling  their  paper  for  a  maximum  of  six  months,  have  been 
comp^ed  to  limit  their  loans  to  a  similar  period.  A  six  months  loan  to  the 
owner  of  a  breeding  herd,  with  no  assurance  of  extension,  is  a  hard4di«>  to 
the  industry  and  can  not  fail  to  exercise  a  disconra^in;:  iniiueiice. 

In  the  second  place,  there  is  nefnl  for  a  radical  revision  in  tlic  methods  of 
handling  the  supervision  and  inspection  of  live-stock  h»aus.    The  ability  ol  the 
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iiKlustry  to  obtain  adequate  fliiauelii^  at  reasonable  rates  iuevitablv  must  de- 
rend  upon  tlic  elimination  of  some  of  the  uiuiet-esHary  hazards  which  have 
<.Uaracten35eU  the  conduct  of  the  bus  ness  lu  the  pant. 

ivnrum  machimcky  NKt;uKu  kok  i.ive-stock  financino. 

*v^'^SJ'''  i^fu'ly  of  the  wiiole  ])r<.i.UMii.  in  tliv-  liulit  of  the  experieiK-e  of 

the  War  Finance  Corijoration,  I  reconuiiend  the  eiiartiiient  of  lew  shition  <i.i.(  iti- 
<^ly  authorizfaig  tlie  organization  of  institutions  to  rediscount  the  i.anei  of 
live-stock  loan  companies.  These  institutions,  of  coui-se  should  he  related  to 
the  existnig  tinaiuial  stnictuie  and  niatle  an  adjunct  thereto;  and,  as  a  itnuV- 
tioii  precedent  to  then-  functioning,  a  system  for  tile  more  adequate  supervisiim 
!-nd  mspectiou  of  tlie  live  stock  which  furnishes  securitv  for  the  paper  sliould 
he  devised  and  |)ut  into  operation.  The  importance  of  this  matter  in  any  plan 
tor  live-stock  tinanciuii  can  not  be  over-emi>liasized. 

With  such  institutions  and  witli  a  satisfactr.rv  sv^-tem  of  inspection  ai'd 
supervision,  I  feel  that  capital  in  adequate  amounts  and  upon  reasonable  rerms 
may  be  looked  for  by  the  stoelsmen  of  our  vast  western  counti  v.  The  ueu  live- 
stock loan  companies  may  constitute  the  nucleus  upon  which  the  proposed 
ie,iise(.unting  organizations  can  be  deAelope«l  on  a  sound  basis  and  In  a  wav 
that  would  reasonably  meet  the  financial  needs  of  the  live-stock  industry. 

COQPE8ATIVE  MABK£XINU  OBGAMZATIQNS. 

While  the  War  Finance  Corporation  dur!ii<;  tlie  |)ast  vear  lias  entered  into 
agreements  to  lend  approximately  $68.0(Xmm)o  to  cooi-crative  marketin-  asso- 
ciations in  all  I»rt8  of  the  the  country,  to  assist  them  in  the  orderh  inarkt-t- 
ing  of  their  products,  in  most  cases  only  a  small  part  of  the  credit  autiiorized 
tias  actually  be«i  used,  because  the  local  Iwinks  have  been  able  to  take  care  of 
the  needs  to  a  greater  extent  than  had  been  anticipated.   This  Indicates  that 
tlie  cooperative  marketing  associations,  when  thev  are  properly  organized  and 
soundly  managed,  are  al)le.  for  the  most  part,  to  obtain  the  necessarv  fumls 
irom  local  banking  sources.    But  it  is  generally  am-K-d  that  a  '.rood  dea'l  of  tlie 
Willingness  of  the  [)anks  to  finance  tlie  cooperatives  in  tlieir  sections  has  been 
baaed  upon  the  ability  of  the  cooperatives  to  obtain  funds  from  the  War  Finance 
Cor^ratlon.  This  has  involved,  in  part,  the  element  of  conlidence  and,  in  part 
the  funds  themselves;  for  it  is  obviously  easier  for  a  local  Iiank  to  furnish 
funds  to  a  cooperative  marketing  organization  when  it  knows  that  the  funds 
can  be  borrowed  from  another  source  and  repaid  to  the  bank  In  case  of  need. 
J  liere  is.  tlierefore,  a  feeling  among  the  managers  of  the  marketing  coopffl^- 
tives.  and  also  to  a  gre-at  extent  among  their  banks,  that  there  should  be  a  C(»n- 
tinuation  of  the  assurance  of  a  market  for  their  paper  outside  of  the  local 
banks.    It  is  recognized  that,  with  improving  tiiiaiicial  and  agricultural  con- 
ditions, It  will  be  easier  for  them  to  obtain  funds  duraig  the' coming  season 
but.  on  the  other  hand,'  their  operations  perhaps  will  lie  conducted  on  a  more 
extraded  scale  and,  therefore,  the  aggr^te  of  funds  reciiiireil  will  be  corre- 
spondingly greater. 

You  desired  nie  es|)eciall.^•  to  report  upon  the.se  organizations.  While  in  the 
\\est,  I  liad  the  op])ortnnity  of  meeting  the  directors  jind  managers  of  mans 
of  them,  and  in  some  cases  of  visiting  their  working  headquarters  and  rlieir 
warelioii.s(>s.  California  was  the  first  State  to  take  up  cooperative  marketing 
on  a  large  scale  in  this  country  and  there  it  has  been  carried  on  in  its  most 
highly  developed  form.  In  San  Francisco  I  met  the  l  ejiresentatives  of  "d  of  the 
leading  cooperative  marketing  associations  of  the  State  and  was  enabled  to  "et 
the  benefit  of  their  experience  and  views.  These  California  assoc  iations  foi- 
the  most  part,  are  so  well  established  that  their  banking  credit  is  equal  to  that 
of  tlie  best  privately  owned  and  managed  corporations,  and  although  they  mar- 
ket products  aggregating  in  value  $2.50,()()0.000  aniiuallv,  thev  have  had  occa- 
sion to  avail  themselves  of  tlie  funds  of  the  War  Finance  Coriioratlon  to  the 
extent  of  only  .$l..")00.(M»o  during  the  past  sea.soii.  Their  operations  wer» 
financed  almost  entirely  through  their  usual  liankiiiir  conne<-t!ons. 

The  more  recently  organized  cooi>erative  markctimr  associations  in  oklaboin-i 
Mississippi,  Arkansas,  Texas,  Arizona,  and  in  tlie  Xortliwesterii  Stares  wbiie 
not  so  firmly  established  as  the  California  associations.  api»ear  to  be  organized 
upon  sound  principles  and  to  be  properly  and  capably  managed. 
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Prior  to  the  war  the  distribution  of  our  agricultural  products,  in  so  far  as 
our  export  trade  was  concerned,  wa»  financed  in  considerable  part  by.  European 
<!apitaL  But  fluctuating  exchai^  added  to  the  fact  that  European  countries 
are  no  longer  on  a  gold  basis,  or  even  on  a  stabilized  exchange  basis,  lias  pre- 
vented tlie  coutinua  ion  of  this  pra(*t  ce.  We  must.  th««£orei  adjuKt  our  own 
liimncin.;:  n»achinery  t(»  meet  the  new  conditions. 

Our  hnanoial  sys  em  has  apparently  been  based  on  the  ex|»e<'tation  tliat  t:u* 
farmer  would  sell  his  ei*o]>s'  as  so<mi  as  they  marured.  And  tiie  immfr^di;ire 
sale  of  the  season's  product  by  the  farmer  eontemi)lated  its  beinjr  carried  by 
middlemen  until  distributed  through  manufacturers  or  retailers.  As  has  been 
stated  so  often,  the  farmer's  crop  iS  harvested  within  a  short  period  and  cou- 
i»unied  throughout  the  year.  The  processes  of  financing  should  adjust  them- 
^Ives  to  the  natural  procei<ses  of  production  and  distribution  rather  than  vice 
versa.  We  have  readied  the  point  wliere  the  right  of  the  cooperative  mar- 
ke  inu  oruanizat  ons  to  carry  tl  e  products  of  tlieir  members  for  orderly  uiar- 
ketini^  until  the  <M»usum<M-  is  ready  to  take  them  must  l>e  recognized  and  the 
necessary  financing?  machinery  provided. 

I  theref<n'e  recommend  that  the  need  for  the  orderly  marketing  of  our 
agricultural  products  in  a  more  gradual  way  and  over  a  lon.^er  peri<)il  of  time 
be  firankly  recognized;  that  existing  banking  laws  and  regulations  l)e  adjus::eil 
with  this  end  in  view ;  and  that  a  rediscount  facility  be  established  to  make  it 
possible  at  all  times  for  cooperative  marketing  organizations  to  obtain 'a<lequate 
funds  for  their  operations.  I  reconunend  also  that  the  powers  of  the  Fedei-sil 
reserve  banks  be  extended  to  include  the  purchase  in  the  open  markets  of  elig.ble 
paper  secured  by  nonperishable  agricultui'al  connnodities  properly  wai-ehoused. 

Perhaps  T  should  add  here  that  the  need  of  additional  tiuancjij^  not  only  for 
the  cooperative  marketing  organizations  but  for  the  live-srock  industry  as 
well  was  indicated  in  the  rei)ort  to  Congress  by  the  Joint  C'onuuissiou  of  Agri- 
^Itural  Inquiry. 

SIX  months'  kxtonsion  of  wab  finance  cobtobation's  powers. 

In  conclusion,  I  suggest  that,  pending  the  enactment  of  legisla  ion  along 
the  lines  I  have  indicated  and  the  establishment  of  the  necessary  machhiery 
for  its  adndnistration,  the  period  during  which  the  War  Finance  <  *orp»M'ation 
may  make  loans  be  extended  until  January  1,  1028,  and  that  the  cori)orat:on 
he  authorized  up  to  that  date  (1)  to  make  advances  upon  adecpiate  security  ro 
cooperative  marketing  organizations  and  live-stock  loan  companies  where  it 
appears  that  they  are  unable  to  obtain  adequate  financing  at  reasonable  rates 
through  other  channels;  and  (2)  to  make  advances  to  banking  institutions  on 
agricultural  and  live-stock  paper  in  exceptional  cases  and  where  it  appears  that 
the  public  interests  will  be  served  by  such  action. 

In  submitting  these  observations  and  I'econuuendatiaons,  I  do  so  in  the  hope 
that  they  may  be  of  some  value  in  considering  the  question  of  how  best  to 
maintain  our  agricultui'e  upon  a  sound  basis.  This  jiroblem  lies  at  the  v^ry 
foundation  of  our  national  economic  and  social  policies  and  every  intelligent 
citizen  must  have  a  deep  interest  in  its  solution. 
Respectfully  yours, 

Eugene  Meyeb«  Jr., 
Managing  Director  War  Finance  Corporataion, 

The  Pp.estdent, 

The  WUte  Mouse. 

(Thereupon  the  committee  proceeded  to  otlier  busiuedS.) 


,  Gommittee  on  Banking  and  Citikkncy, 

Bourse  of  Repukskntatives, 

ThursiJoi/.  May  HUi. 

The  conunittee  this  day  met.  Hon.  Louis  T.  M«  Fadden  (chairman)  presiding. 

The  Chair^ian.  (lentlemen  of  the  counnittt-t\  this  is  a  <'<»ntinuatio!i  of  th.e 
hearinir  in  cojinectioti  with  H.  U.  11517.  We  have  liere  this  morning  the  Sec- 
retary of  the  Treasury.  Mr.  ^Mellon. 

Mr,  Sumners,  of  Texas,  is  also  present-  We  of  the  House  have  long  since 
come  to  recognize  him  as  an  authority  on  rural  credits  and  the  economic  prob- 
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lei:is  of  a.uTU'iiltuve  ^ronmilly — not  a  theorist  Init  a  safe  inan,  \v]io>o  <•(>::(■^vl^Tt^n-; 
ai\'  liMSt'J  (iimn  k!ui\vlp'i.t!H  and  sound  indunuMiT.  H(»  liail  iimcli  to  do  last  y,'*;ir 
with  ln-ih;:in.i:-  ah<ait  rho  enior.uvncy  relief  nieasiu'es  for  the  cotton  and  live-sror'c 
interests,  and  1  am  sure  it  \v<uiltl  be  enlightening^  to  get  his  inii»ressions  on  this 
subject. 

STATEMENT  OF  HON.  HATTON  W.  SXTMNEBS,  A  HEKBEB  OF  CON- 

GBE8S  FBOM  TEXAS. 

^Ir.  Stmnkks.  Mr.  iliairnian,  1  thank  you  for  tliis  oi);K>rtunity. 

It  seems  to  me  the  best  av.irument  in  supjiort  (»f  w!iat  is  suiruested  ht^re  is 
to  be  f(anid  in  nui'  reront  e\iHM"ience.  eoui>hMi  with  what  everyone  must  realixe 
as  t'>  the  uncertainty  of  world  cnnditiitns  whicli  now  <>l)tani. 

We  are  ho|ieful,  and  not  without  .^rounds,  lait  it  is  a  taet  that  the  wlu»le  wurhl 
is  yet  far  from  normal  politically,  econonucally,  morally,  and  mentally.  Hmv 
long  it  win  be  In  returning  to  a  normal  condition  or  wliat  will  happen  in  tho 
meantime  the  wisest  man  can  only  guests,  and  the  fool's  guess  may  be  as  good  as 
that  of  the  wisest.  The  period  of  the  French  Revolution  is  pt  rliaps  the  neai  est, 
but  no  exact  counterpart  of  these  times  is  to  be  found  in  the  history  of  the 
world.  In  sucli  times  it  is  clearly  the  duty  of  those  who  are  in  positions  of 
responsibility,  winle  tiiey  can  :!ct  with  deliberation  and  mature  jud^^iuent,  to 
provide  in  advance,  as  far  as  they  reasonal)Iy  can.  apiiust  the  possil>le  conse- 
(piences  of  wliat  may  occur.  Certainly  the  opportunity  to  use  an  instrumen- 
tality of  proven  efficiency,  sucli  as  the  War  Finance  Corporation,  ought  not  to 
be  destroyed  which  no  one  can  now  know  how  long  its  use  will  be  required  or 
when  a  greater  need  may  develop.  Agriculture  is  the  wealc  spot  among  the 
interr^ated  industries  which  make  up  our  economic  structure. 

We  all  know  that  the  lirst  manifestation  of  a  giving  away  in  our  economic 
structure  under  the  pressure  exerted  upon  it  as  an  aftermath  of  the  war  was  at 
the  point  Iield  by  atrriculture.  That  was  inevitable.  he<*ause  it  was  tlie  weakest 
point — the  danirer  point  Aviiicb  we  had  h»n^  ignored.  When  the  crisis  came  we 
were  unable  to  brinu  up  the  reserve  resources  of  the  country  to  strengthen  this 
p4»int  of  greatest  weakness. 

(Vrtainly  tliat  great  educator,  hard  experience,  has  taught  us  a  lesson 
which  we  must  not  now  ignore;  nor  must  we  forget  the  one  thing  which^  though 
late  in  its  application^  did  as  much  as  anything  else  to  strengthen  tne  heart 
and  the  hand  of  those  who  farm  and  indirectly  that  of  the  whole  country. 

Congress  at  that  time  not  only  provided  a  possible  credit  of  $l,OiK»,0(X).dOO, 
to  be  advanced  through  the  War  Finance  Corporation  to  facilitate  exports,  lutt 
by  common  consent  agreed  that  it  l)e  used  entirely  to  facilitate  a;^ricultural 
exports.  That  act  was  a  definite  evidence  that  the  country  at  large  liad  come 
to  understand  the  economic  relationshi})  between  agriculture  and  other  busi- 
nesses in  this  country,  and  that  agriculture's  financial  needs  are  peculiar  to 
itself;  and,  further,  that  the  country  was  willing  that  these  needs  be  met. 
The  psychological  effect  of  that  was  as  great  in  its  consequences  as  the  mate- 
rial aid  given.  We,  as  a  people,  seemed  at  last  to  realire  that  we  must  make 
agrlcnlture  prosperous  if  the  country  at  large  is  to  have  any  general  pro^erity. 
We  must  not  reverse  that  attitude  or  destroy  at  this  time  the  evidence  of  its 
existrace.  It  is  well  to  remember  also  that  after  that  fund  had  been  provided 
there  was  mucli  delay  in  making  it  available.  It  was  found  in  many  instances 
of  the  most  urgent  need  that  there  was  no  practical  way  to  get  this  money 
l>ack  to  the  source  of  the  trouble.  Many  of  the  banks  \A'ere  extended  to  the  limit. 
Some  were  unwilling  or,  rather,  afraid,  and  many  were  unable  to  increase 
their  redisc(»unts.  We  were  much  in  the  same  situation  as  though  we  had  had 
well-tilled  water  reservoirs  but  with  the  conduits  frozen  solidly  and  no  route 
around  these  conduits. 

As  bearing  upon  this  matter,  may  I  recount  briefly  a  part  of  the  history  of 
that  experience  with  which  my  ow^n  activities  gave  me  some  familiarity? 

When  the  Joint  Commission  of  Agricultural  Inquiry  was  created,  it  w^as  clear 
that  the  commercial  l>anks  could  not  l)e  depende<l  upon  to  take  care  (»f  the 
situation,  and  that  unless  every  ix>ssibie  suppi»rt  was  provided  for  agriculture 
liefore  the  comim:  harvest  the  whole  economic  structure  of  agriculture,  i»ar- 
ticularlv  of  the  South,  would  utterly  collapse,  and  business  and  banking  and 
lalHU'  wotd'l  ^'<»  (U)wn  in  the  crash.  At  the  first  meeting  of  that  joint  com- 
mission tlie  paramount  and  urgait  necessity  of  trying  to  avert  the  impend- 
ing crisis  was  presented. 
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A  ct>ttou  subcommittee,  of  which  I  was  made  chairman,  was  created,  to 
deal  witli  the  cotton  phase  of  the  emergency,  I  left  Washington  immediately 
for  Georgia  and  the  Caroljjias,  in  which  States  all  branches  of  the  cotton  in- 
dustry from  the  field  to  the  finished  garments  could  be  best  studied.  This  is 
the  condition  which  then  existed  there:  Most  of  the  banks  were  ^ctraded  to 
the  limit. 

The  few  banks  with  unexhausted  credit  resources  were  afraid  to  use  them. 
A  large  iterceutage  of  merchants  had  reached  the  point  where  they  could 
neither  ^et  nor  extend  furtlier  credit,  and  the  farmers  were,  as  a  class,  "broke/* 
and  the  worst  feature  was  that  the  m<a-ale  of  the  i»eoi»le  was  near  the  breaking 

<  jioint.    1  talked  with  many  bankers.    They  all  agreed  that  there  was  an  im- 

pel ative  neeil  for  some  route  around  the  distressed  banks  as  well  as  of  direct 
i-elief  from  the  frozen  condition  of  their  own  creditors.  There  was  in  the 
country  considerable  cotton  of  the  preceding  crop  unsold,  upon  much  of  which 

>  loans  had  been  made  in  excess  of  its  market  value  at  that  time.   Tlie  cotton 

mills  were  either  closed  down  or  running  on  very  short  time.  I  did  not  inter- 
\ie\v  a  single  banker  or  merchant  who  did  not  tell  me  that  it  was  of  no  use 
to  try  to  carry  the  situation  any  lonj-er  and  that  it  was  his  pui^tose  to  force 
the  sale  of  carried  over  c<ttton  and  the  new  crop  in  the  fall,  as  harvested, 
repirdless  of  price,  get  what  he  could,  go  broke  "  if  he  had  to,  and  let  it  go 
at  that. 

At  that  time  most  of  the  eastern  mills  were  closed,  with  no  immediate  pros- 
l>ect  of  revival ;  cotton  was  going  Aown  all  the  time,  and  even  those  who  were 
able  to  buy  did  not  want  to  purchase  either  cotton  or  cloth  on  a  declining 
market  Europe,  which  under  ordinary  conditions  hajd  takm  over  half  of  our 
cotton,  was  out  of  the  market  in  so  far  as  quantity  purchases  of  cotton  with 
its  own  money  was  concerned.  IM-ior  to  my  departure  for  the  South  a  confer- 
ence of  eastern  spinners  had  been  called  here  in  Washin^^ton  to  see  if  they 
could  not  be  induced  to  make  sufficient  purchases  of  cott<»n  to  sti^p  the  decline 
of  i»rices  before  the  new  crop  came  on  the  market.  They  j^ave  it  as  their 
<»pinion  tliat  un<ler  the  conditions,  cotton,  notwithstanding^  its  probable  low 
yield,  would  go  to  8  cents  per  p(»und, .  There  was  at  time  every  prospect  that  the 
new  crop,  however  small,  would  come  on  that  sort  of  a  market  as  fast  as  har- 
vested, under  the  pressure  of  forced  sale,  bringing  with  it  the  entire  Ameri- 
can carry  over,  which  was  th^  the  largest  in  our  history.  With  such  economic 
pressure  as  this,  with  a  market  lUce  this,  and  all  power  to  resist  extumsted, 
there  was  but  one  possible  escape, 

A  new  national  attitude  toward  cotton  had  to  be  created  aiul  ihe  fad  that 
!t  had  been  created  ha<l  to  be  nnule  manifest  to  the  w»a'ld.  While  ilie  South 
is  -rateful  to  the  rest  of  the  Nation,  an<l  I  am  grateful  beyond  measure  t(»  my 
(MilTea^'ues  turn)  <ither  sections  of  the  country.  1  would  be  guilty  of  hyi>ocrisy 
if  I  pretended  that  this  support  was  not  largely  due  to  an  acceptance  of  the 
argument  advanced  that  if  the  debt  pjiying  and  the  purchasing  power  of  the 
South  could  be  revived,  we  could  hope  to  open  up  the  mule  markets  of  Missouri 
and  put  the  feetorl^  to  work  In  the  North  and  Bast,  and  that  cotton  held 
£he  key  to  the  situation. 

T  have  not  always  agree<l  with  the  policy  of  the  Federal  reserve  banks,  but 
it  is  a  fact  that  in  this  emergency  a  conference  was  called  by  the  Fed*'ral 
Reserve  Hoard  of  the  governors  of  the  five  Federal  reserve  banks  serving 
s(»utheru  territory,  and  the  (Jctveruor  <»f  the  New  York  Bank,  and  the  ^ianaging 
l)irect<»r  of  the  War  Finance  (\)riK»ration,  which  conference  I  was  invited  to 
attend  and  participate  in  the  initial  meeting.  As  a  result  of  tliis  conference. 
It  was  agreed  that  the  financial  and  moral  .support  of  these  banks  in  a  more 
'  direct  and  positive  way  and  under  a  liberalized  policy  would  be  ^ven  to  the 

cotton  market.  Mr.  Meyer,  on  behalf  of  the  War  Finance  Ck)rporation,  agreed, 
in  addition,  to  making  ;»vailable  all  of  the  billion  dollars  of  the  authorized 
credit  of  the  War  Finance  Corporation  necessary  to  supplement  these  banks 
in  supporting  a  policy  of  orderly  marketing  of  cotton,  and  to  ailvanct^  this 
nxmey  when  necessary  to  cooperative  marketing  ass(»ciations.  That  later  gave 
a  route  around  connnercial  banks  either  unable  or  unwilling  fully  tx}  provide 
the  necessary  credit  and  created  an  additional  facility  to  help  relieve  many 
banks  and  restore  them  to  normal  functioning. 

This  arrangement  not  only  made  possible  a  reversal  of  the  psychology  of 
the  situation  but  presented  a  complete  plan  and  a  program  around  which 
organized  teamwork  could  be  developed.  It  took  it  all  to  stop  the  decline  and 
to  give  the  cotton  market  a  chance  to  "  dig  in  "  before  the  pressure  of  the  new 
crop  came  on  the  market,  and  gave  the  lact  of  a  small  crop  a  chance  to  operate 
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on  sale  prico— notlnnir  amUl  liave  snvo<i  tlie  situation  if  we  liad  not  hurl 
a  small  crop.  Tiie  size  of  the  crop  was  not  penuitted.  however,  to  have  full 
effect  on  price  because  demand  for  use  was  never  permitteil  to  catcli  up  witli 
the  volume  of  cotton  being  offered  to  the  highest  bidder. 

The  credit  extolled  by  the  War  Finance  Corporation  directly  to  cooperative 
selling  associations,  while  relatively  small  in  quantity,  had  more  to  do  than 
any  other  one  thina:  toward  reversing  the  psychological  attitude  toward  cotton 
in  tliis  country  and  al)road. 

It  is  also  true  tliat  this  route  around  tlie  uiuihle  and  also  the  afraid  or 
unwillinir  hanl^s  did  nuicli  to  thaw  out  frozen  credits  and  frozen  attitude  and 
pur  tlie  hx-al  l)anking  nmchinery  into  necesasary  fuuctiouing.  1  am  not  guesa- 
ing  about  this.  -■ 

I  made  a  second  trip  into  tlie  cotton  St.ates  after  tliese  financial  provisions 
had  been  made,  the  purpose  at  that  time  being  to  help^  bring  the  h)cal  bankers, 
merehaQts,  and  farmers  into  eoopemtlve  utilization  of  the  financial  support 
which  had  been  provided,  to  the  end  that  gradual  and  orderly  marketing  of  the 
crop  he  not  prevented  by  too  great  local  pressure  t-o  liquidate.  I  found  that  the 
thing  wliii  h  lielped  most  in  changing  the  mental  attitude,  in  restoring  the  tight- 
inir.  tho  stand-tojiether  spirit  of  the  people,  was  tlie  assurance  that  the  hanks 
couUl  liave  access  to  a  new  source  of  emergency  credit,  and  more  important  still, 
that  if  the  l»anks  could  n<»t  or  would  not  supply  the  needed  credit  the  farmers 
could  organize  themselves  intx)  cooperative  marketing  associations  and  get 
credit  by  a  route  around  these  banks. 

As  I  have  stated  we  do  not  know  what  is  going  to  happen*  All  we  know  is 
that  we  do  not  know.  In  such  times  wise  men  take  every  precaution.  The 
people  have  learned  or  rather  they  are  learning  how  to  use  the  sort  of  credit 
A\hi(*h  is  being  exten<led  through  the  War  Finance  Corjwration.  The  commer- 
cial hanks  are  learning  that  tliat  character  of  credit  is  a  valuable  supplement 
to  theii'  business  and  a  protecticm  as  well.  The  year's  extension  proposed 
here  will  not  only  make  sure  tlie  opportnirty  to  use  this  facility  during  that 
time,  hut  will  give  use  a  longer  period  in  which  to  c<mstruct  a  more  permanent 
and  a  better  adapted  niaf  lunery  than  the  War  Finance  Corporation  is  for 
extending  long-time  agricultural  credit. 

This  is  not  exactly  the  sort  of  long-time  agricultural  credit  which  we  need, 
but  in  many  respects  it  is  similar  to  what  we  need.  In  my  judgment,  this 
credit-extending  agency  ought  not  to  ])e  discontinued,  and  the  intermediary 
agencies,  whicli  have  been  organized  for  the  distribution  of  that  credit,  ought 
not  ti»  he  put  out  of  business  hut  rather  that  this  temporary  agency  ought  to  be 
merged  into  a  permanent  agency  more  nearly  adapted  to  ordinary  conditions 
capal»le  of  caring  for  l<»ng-tinje  credit  needs  during  ordinary  conditions  and  of 
meetuig  emergency  needs  should  they  deveh>p.  Certainly  to  fail  to  extend  the 
life  of  the  War  Finance  Corporation  in  the  face  of  present  conditions  and  of 
poss'ble  necessities  would  be  a  folly  which  I  am  certain  we  will  not  be  guiltv 
of.  We  may  not  deed  It,  but  I  had  rather  have  It  and  not  need  it  than  to  need 
it  and  not  have  it. 

What  has  been  said  with  regard  to  the  conditions  which  I  found  in  the  cot- 
ton sections,  generally  speaking,  were  found  also  in  the  live-stock  section  of 
Texas  hist  fall.  In  son.ie  im]K»rtaut  i^articulars  the  live-stock  situation  was 
more  ditiicult  to  dealt  with  and,  if  possible,  m<»re  tragic.  It  was  in  September, 
accoujpanied  by  the  assistant  secretary  of  the  Southwestern  Cattle  Raisers'  As- 
sociation, that  I  made  an  automobile  trip  of  about  l,o(X)  miles  into  the  cattle 
and  she^  sections  of  Texas.  The  part  of  Texas  which  we  visited  is  peculiarly 
a  breeiling  section.  The  banks  there,  as  a  rule,  are  of  small  capitalization. 
We  fotnul  the  ranches  being  stripped  of  cows,  calves,  and  sheep.  They  were 
being  force<l  onto  the  slaughter  marliet.  In  many  sections  the  local  banks 
could  no  longer  supply  the  money  to  pay  the  hire  of  the  cowboys  and  the 
grocery  hills  <»f  the  ranchers.  The  larger  cattle  loan  companies,  many  of  which 
were  demanding  immediate  liquidation  on  a  glutted  market,  wouhf  not  allow 
a  retention  of  any  part  of  the  sale  receipts  for  operating  expenses.  That  thing 
was  happening  as  violative  of  every  public  interest  and  every  principle  of  eco- 
nomic justice,  as  would  occur  if  factories,  which  are  required  to  meet  the 
necessities  of  the  people  and  the  operation  of  which  are  necessary  to  give  the 
owners  a  chance  to  i>ay  their  debts*  were  to  be  stripped  of  thrfr  machinery 
and  that  machinery  sold  at  junk  prices.  In  all  my  life  I  have  nevw  seen  a 
cf>ndit:on  which  appeals  like  that  condition  out  there.  Those  big  strong  men 
of  the  West,  who  had  spent  their  lives  amid  the  hardships  of  pioneer  con- 
tlitious,  were  being  ground  to  pieces  because  no  linancial  machinery  had  been 
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provided  which  was  adapted  to  meet  the  pei*uliar  necessities  of  their  business. 
They  have  organized  cattle  loan  associations  which  are  functioning  at  least 
with  some  benefit  between  the  War  PMnance  Corporation  and  the  ranctimen. 

I  favored  a  different  plan  for  that  emergency.  I>ut  airreenient  to  that  plan 
could  not  he  had.  (Mearly,  gentlemen,  we  must  not  throw  these  men  and  the  r 
bushiess  hack  upon  the  (•re<lit-extending  agtMicies  wliieh  so  utte!*iy  an;]  so  dis- 
astrously failed  them  last  fall.  \\'e  hope  no  such  <-onditit»n  will  recur,  hnt  n<»- 
body  can  know.  No  human  eye  can  see  through  this  curtain  (,f  hatth^  smoke 
which  still  hangs  over  the  world,  and  we  can  not  afford  to  take  the  eliance. 

Again,  I  thank  you  for  the  opportimity  to  appear  in  behalf  of  this  measure. 

The  Chaibman.  INfr.  Mellon,  we  would  lilce  to  l^now  from  you  whether  or 
not  you  approve  of  this  hill,  which  provides  for  the  extension  of  the  activities 
of  the  War  Finance  (\»rporation  for  a  peri(;d  of  one  year  from  June  30,  1922» 
and  will  appreciate  any  suggestions  you  care  to  make  in  connection  with  it. 

STATEMENT  OF  HON.  ANDREW  W.  MELLON,  SECSETABY  OF  THE 

TREASUHY. 

Sec  retary  Mkxxon.  I  may  say  that  I  approve  the  bill.  From  what  I  Imow 
of  the  activities  of  the  War  Finance  Corporation  and  the  work  lately  I  should 
think  that  they  could,  perhaps,  accomplish  everythin<r  ir»  an  extension  of  six 
ni<»nths.  Tile  applications  for  loans  are  falling  off  and  tlie  amount  of  new 
liusiness  is  very  ninch  smaller;  on  the  other  hand,  possihly  there  may  be  a 
reason  for  an  extension  of  <»ne  year;  it  is  just  a  question' of  how  scon  the 
situation  may  he  sufficiently  cleared  up.  I  kn<»\v  that  the  applications  and 
the  loans  approved  are  not  now  over  25  i>er  cent— and  n<it  that— (»f  what  they 
were  in  January.  February,  and  March.  There  is  a  decreasing'  denian*!  whicii 
indicates  that  the  necessities  have  been  tak^  care  of  to  that  extent  Still 
I  do  not  see  any  special  objection,  however,  to  a  year's  extension. 

The  Chairman.  You  consider  that  the  general  financial  situation  has  suf- 
ficiently improved  so  that  r^^  can  be  aiforded  through  the  r^lar  channels? 

Secretary  Mellon.  Yes. 

Tlie  ^reneral  stuation  anioncr  the  hanks  is  iniprovin^'  in  all  the  districts. 
There  are  some  in  tJie  Northwest  and  s<ane  other  sections  where  you  can  not 
say  the  situation  is  at  all  normal  yet.  hut  the  tendency  is  in  tiie  directi(»n 
of  improvement  and  there  lias  heen  a  very  invent  improveinent  in  the  situation 
generally. 

The  Chairman.  Are  there  any  members  of  the  commtitee  who  would  like  to 
have  any  further  information  from  the  Secretary? 

Secretary  Mbux>n.  I  mi^ht  add  that  the  War  Finance  Corporation  has  gott^ 

to  the  place  now  where  it  is  not  takinfr  money  from  the  Treasury. 

The  Thaikman.  We  understood  from  Mr.  Meyer  yesterday  that  he  had  been 
woikin^'  entirely  within  the  capital  which  was  allowed  to  the  War  Finance 
<'oriH)ration,  and  he  had  not  issued  any  dehentures  or  notes:  that  he  had 
beOT  able  to  finance  the  requirements  of  the  corporation  entirely  within  tlie 
capital  provided. 

Secretary  Mkixon.  Yes;  the  money  being  received  from  the  payment  of  notes 
and  loans  that  have  been  made  is  now  taking  care  of  the  new  outgo  completely. 

The  Chatkman.  Probably  some  of  the  demands  have  heen  relieved  because 
of  the  flotation  of  the  various  loans  through  tlie  farm-loan  system — that  Is; 

the  needs  <»f  the  local  c(»mmunities. 

Secretary  Mkll<»n.  There  may  he  s<ane  relief  in  that  way,  hut  tln»se  loans 
are  rather  of  a  different  nature,  beinjr  loans  on  farm  property ;  at  the  same  time 
tuey  have  undoubtedly  been  of  some  assistance. 

The  Chairman.  It  takes  money  into  the  locality. 

Secretary.  Msxi^n.  Yes;  it  takes  money  into  the  locality,  and  wherever  it  goes 
it  has  its  general  benefit. 

The  Chatr^iax.  Is  not  the  Treasury  now  holding  some  $183,000,000  those 

farm-looan  Ixuids? 

Secretary  Mkllon.  Yes;  and  tliere  is  a  good  market  for  those  bonds — T  mean 
the  jreneral  bond  marlcet  is  very  irood.  We  liave  discussed  tlie  questi<»n  of 
whetlier  it  might  be  well  to  coinnienee  selling  enough  lionds  t<i  reinil>urse 
the  Treasury  to  a  certain  extent,  but  it  was  th<»uglit  that  tor  tlie  ine-ent.  or, 
at  any  rate,  for  the  next  issue  that  was  going  to  he  put  out,  nothing  should 
be  done  unless  the  Federal  land  hanks  seem  to  have  a  surplus  of  money. 
But  we  have  not  made  any  special  provisims  yet.  As  long  as  the  money  is 
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needed  by  the  farm-loan  sj  stem  for  making  these  loans  it  did  not  seem  desiraWe 

to  require  the  payments,  ,  , 

The  Chaibman.  In  otlier  words,  your  tlioii'^'ht  wms  to  su[)uly  the  larmers  with 
ready  cash  rathei-  tlitiu  to  relieve  the  Treasury  at  this  time? 

The  CHUinr^x^T^  of  those  'I  reasury  honds  on  the  market  might 

interfere  witii  the  sale  ami  eousuuuuariou  of  new  loans  to  farmers  who  were 

^"sl'Jiitarv  jlffiiioN^  although  that  would 'depend  on  the  market  and 

the  bond  market  has  been  getting  better  all  the  time.   We  are  getting  to  a 
ii1»c-p  where  it  all  can  be  liquidated. 

^e  Ch^^^^^  In  soiueof  the  recpnt  lioarii^s  l)ef<>iv  the  <.oiiunUtee  there 
was  an  intimation,  in  reujird  to  the  ti. station  of  farm  loan  bonds,  tliat  they 
werenot  iroins:  unt  as  rapidly  as  they  should.  -  ^.i, 

SK-retu^y  Mj^llun.  You  mean  that  tliey  were  not  selling  as  rapidly  as  they 

^^The  Chair^iax.  That  the  offeringrs  were  not  made  as  frequently  or  In  as' 
laree  anutunts  as  tlie  market  perhaps  would  consume. 

li^^elarv  M^xon.  That  Is  limited  by  their  having  all  of  the  money  that  they 
can  handle.  The  machinery  for  makin^j  the  loans  is  the  measure.  l^«>v  i"' 
SJiicTXe  next  issue  contemidated  is  ^r^muM):  now  $1(»0.000.0()0  nv.^ht  he 
^oad  for  tlie  haidvers  e<ndd  probably  handle  the  $10(),()00,iKM_»  about  the  same  as 
S;7")<KMHM!U  lUit  Vou  see  there  are  c  ertain  requirements  that  have  to  be  met 
for'clo^in"' the  loans  which  form  the  basis  for  securing  these  bonds  and  you 
can  not  do  that  anv  more  rai>idly,  taking  tlie  extent  of  the  system  as  it  is  now, 
than  i<  bein^^  done.'  We  would  not  gain  anything  by  selling  more  bonds  to-day 
at  all,  because  they  could  not  put  the  money  out  any  faster 

Th^  CHAIBMAN.  There  are  reports  from  some  sections  ot  the  <-oimti>  tlu  t 
applications  are  plied  up  with  the  local  banks  and  they  are  uot  able  to  handle 

^'"S^retarv  Mkllox.  That  is  true  to  some  extent.  I  know  there  were  <me  or 
Uxo  districts  that  had  si>me  such  accunmlation,  but  they  were  domg  eveiTming 
thev  could  there  and  were  going  to  clear  it  up;  taking  it  altogether  they  could 
not\ise  anv  lanrer  amount  of  money,  and  the  amount  loaiied  ^^ery  week  by  tte 
system  has  vei  y  greatly  increased,  you  know.  In  the  last  year  it  has  trebled. 
Thev  are  loaning  three  times  as  much  as  they  were.  , ,    ,  r 

tL  cVImman.  Yes;  I  understand  that  Now,  Mr.  Mellon,  Mr.  Meyer  m  a 
very  interesting  statement  to  the  committee  yesterday  suggested  as  a  possible 
relief  that  we  should  enact  some  system,  or  provide  for  government  supervi- 
se over  a  s^^^  of  financing  cattle  paper.  He  suggested  tlmt  this  depa^^^^^ 
ment  be  made  an  adjunct  of  the  Federal  farm  loan  system  and  that  these 
companies,  cattle  tinancing  ccmpanies.  would  l)e  organized  iil*>ii^^tlie  same  Itaes 
as  the  ioint  stock  land  l^anks :  that  is,  stock  would  be  subscribed  and  owned 
bv  tl»e  private  individuals;  that  he  felt  that  if  that  situation  were  taken  care 
of,  the  tinancing  of  cattle  paper  over  a  period  of  from  one  to  two  or  tliree  years 
would  give  great  relief  to  the  rural  districts  and  would  probably  obviate  the 
necessitar  fof  the  continuance  of  a  corporation  such  as  the  ^^av  Fuiance  C  or- 
Doration :  that  through  financing  the  cattle  pai>er  it  would  make  available  for 
^  farmers  also  funds  through  the  commercial  banking  system  to  hnance 
cotton  and  wheat  and  the  annual  movement  of  crops.  ,  x     ^  ^^focro-? 

Would  vou  think  such  a  plan  as  that  nught  be  worked  out  to  ad\antage.^ 

Secretarv  Mellon.  Yes:  I  think  there  is  really  occasion  for  some  plan  of 
that  kind  '  The  live-stock  situaticm  is  the  only  one  where  there  does  seem  to 
be  tin  inadeiiuate  prinision  in  our  banking  system,  and  a  plan  such  as  you 
speak  of— it  could  be  all  taken  care  of  in  the  farm  loan  system— would  provide 
what  is  needed  in  that  direction.  I  think  t^e  committee  whicli  nuiile  the  invest  - 
gation— the  Anderson  committee— went  into  that  question  and  had  a  plan  ou 
somewhat  similar  lines.   Something  of  that  sort  is  desirable. 

The  Chairman.  If  the  Secretary  has  no  further  statement  to  make  on  the 
bill  do  any  members  of  tlie  committee  wish  to  ask  any  questions-? 

Mr  Ste\g\ix.  I  would  like  to  ask  one  or  two  questions.  :\Ir.  Chairman. 

Air'  Secretarv,  if  I  understand  you.  it  is  not  contemplated  now  that  the 
Treasui-v  will  offer  any  of  its  farm  loan  bonds  any  time  soon  in  competition 
with  the  bonds  luit  out  regularly  by  the  bureau?  Tvpnsurv 

Se<  retarv  Mellon.  We  do  not  M^e  any  immediate  plan.  The  Tieasu  y 
wouhl  not' in  anv  event  offer  them.  I  think  the  process  would  be  that  the 
Fann  iLn  Board  would  sell  additional  bonds  and  retleem  from  the  Treausury. 
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Mr,  Steagaix.  In  other  words,  the  move  would  come  from  thm  as  matters 

now  stand? 

Se<retary  Mkli.ox.  Yes;  })ut  the  bonds  that  are  in  c-ontemplatiou  now— ^Imt 
is,  to  be  issued — are  not  for  that  purpose— any  of  them;  they  are  to  be  used 

fur  making  loans. 

Mr.  Stkagall.  It  is  a  fact,  is  it  not.  Mr.  Secretai'v,  that  the  demands  for 
loans  upon  the  fariu  loan  banks  are  tar  in  excess  of  rlie  ability  of  the  bunks 
up  to  this  time  to  meet  those  demands?   Is  not  that  true? 

Secretary  Me^Jjon.  That  is  true,  I  think,  in  a  very  large  part  of  the  terri- 
tory. 

Mr.  Steagall.  There  is,  however,  a  gradual  increase  in  the  amount  of  loans 
being  made  by  the  various  land  banks? 
Secretary  Mellox.  Yes. 

Mr.  Steagalu  And  so  far  as  we  can  tell,  that  increase  is  gohig  on  right  now, 

is  it  not? 

Secretary  Mellox.  It  is  going  on  right  now. 

Mr.  Steagall.  Well,  you  do  not  mean  to  say,  do  you,  Mr.  Secretary,  that  the 
farm  loan  banks  can  not  loan  any  more  money  because  of  lack  of  clerical 
force  or  machinery  with  which  to  do  the  business,  do  you? 

Secretary  MeujOn.  Well,  it  is  not  exactly  a  question  of  clerical  force,  but  it 
takes  a  certain  amount  of  time  to  investigate  applications  and  close  loans. 

Mr.  Steagall.  What  part  of  the  machinery  of  the  land  banks  is  it  that  is 
not  sufficiently  organized — that  is  not  organizeil  with  sufficient  force  to  in- 
crease the  business  conunensnrate  witli  the  demand? 

Secretary  Mellox.  They  have  increased  their  forces,  and  they  have  increased 
tlieir  output.  Of  course,  one  thing  that  kept  that  increase  from  being  greater — 
and  I  think  it  will  be  greater  now,  currently,  than  it  was  a  month  or  two  or 
three  ago — was  that  in  the  wintertime  in  a  good  many  of  the  districts  in  the 
Northwest  the  ground  is  all  covered  with  snow.  In  all  of  those  cases  they 
must  make  a  personal  inspection  of  the  land,  and  they  could  not  do  very  much 
in  that  season. 

Mr.  Stkagaix.  If  it  is  due  to  the  snow  and  bad  weather  of  winter  that  could 

not  obtain  for  the  next  few  montlis. 

Secretary  ^Iellon.  No:  T  say  that  the  situation  is  going  to  improve:  tliat  there 
is  going  to  be  a  greater  amoiuit  of  loans  made,  because  we  have  got  into  a 
seasiui  when  they  can  be  made.  But  I  know  in  several  of  the  districts  where 
there  was  an  accumulation  of  the  demand  for  money  and  I  made  some  inquiry 
al)Out  it.  In  those  particular  districte  it  was  on  account  of  the  rigors  of  the 
winter  and  the  bad  weather. 

^Ir.  Steagall.  W>11,  the  loans  are  being  restricted — ^I  will  not  say  "  re- 
stricted ' ;  I  will  withdraw  that  word,  but  the  loans  are  limited  in  extent  in 
the  South,  where  those  conditions  do  not  prevail,  just  the  same  as  elsewhere, 
are  they  notV 

Secretary  Mkllon.  Yes;  but  I  think  they  are  going  ou  more  freely  in  the 
South  now. 

Mr,  Steagaix.  Y^;  they  are  going  on  some. 

It  is  a  fact  that  the  appraisers  in  many  sections  are  on  a  per  diem  basis  and 
are  only  working  a  small  portion  of  their  time,  is  It  not? 
Secretary  Mkllon.  I  do  not  know. 

The  Chairman.  That  is  the  way  the  appraisers  work,  on  a  per  dleni. 

:\lr.  Steagall.  I  understand.  I  am  not  only  asking  if  it  is  not  triie'that  they 
^^'ork  on  a  per  dieuL  but  I  want  to  ask  him  also  if  it  is  not  true  tliat  they  only 
"work  a  very  small  portion  of  their  time? 

Secretary  ;Melu>n.  I  do  not  know  what  the  proportion  of  time  may  be. 

air.  Steagall.  As  a  matter  of  fact  that  is  true,  unless  it  has  changed  in  the 
last  few  weeks,  which  I  do  not  apprehend  is  the  case. 

Secretary  Meexon.  But  If  you  take  it  over  the  year,  as  compared  with  any 
system  of  loaning  on  land,  which  would  be  similar  to  what  building  and  loan* 
associations  do  in  cities  or  what  banks  do,  for  the  farm  loan  banks  to  increase 
the  l>usiness,  to  treble  it  within  a  year,  to  treble  the  actual  loans  and  output, 
shows  a  good  bit  of  progress.  They  have  been  increasing  their  output  very 
much,  and  that  is  still  going  on. 

The  Chairman.  As  I  understand  it,  ^Ir.  Mellon,  there  has  been  api>roximalely 
$3(X),000,(KX)  loaned  through  the  Federal  farm  loan  system  in  the  past  six 
months ;  I  think  $40,000,Q(X)  at  one  time,  $6,000,000  at  another,  $75,000,000  at 
another,  and  this  last  $75,000,000  now. 
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Secretury  Mellon.  Not  quite  tliat  much,  but  since  tlie  1st  of  January  there 
lias  been  one  Issue  of  $75,000,000  sold,  and  another  issue  of  $75,000,000  which  is 
rn:ctically  consnniniatefl.   Tlmt  shows  that  they  are  going  on  pretty  actively. 

Mr.  Black.  Mr.  Mellon,  the  last  sale  of  bonds,  did  it  go  very  readily— the 

farm  I(tan  bonds? 

Secretary  Mkllox.  It  was  sold  <iuite  readily';  within  two  weeks,  I  think. 

Mr.  I>LA(  K.  Have  they  all  been  sold? 

Secretary  Mellon.  The  bonds  were  all  sold;  yes, 

Mr.  Black.  That  was  .$75,0U0,000,  wasn't  it? 

Secretary  MsxroK.  Yes. 

Mr.  Black.  Now  the  loans  that  are  made  for  the  War  Finance  Corporation,, 
has  It  been  yonr  experience  that  they  materially  relieve  what  is-  known  as  the 
"frozen  loan"  <<mditioii  in  some  of  the  banks  and  in  that  way  enable  those 

banks  to  care  for  the  local  situation? 

Secretary  Mkli.<»x.  Ob.  yes;  yon  see  n  very  ];irp:e  proi)ortion  of  tbe  loans  of 
the  War  Finance  < 'oj-poration  are  liiiule  directly  to  the  bunks,  to  those  small 
banks  scattered  ail  tbr<»niLib  tbe  western  districts. 

Mr.  Bi.ACK.  And  in  that  way  they  liave  materially  improved  the  liquid  con- 
iKti<m  of  the  banks. 

Secretary  Meujon,  Yes,  sir. 

Mn  S-nEAOALL.  Mr.  Secretary,  in  view  of  the  fact  that  the  machinery  of  the 
War  Finance  Corporation  will  still  have  to  be  maintained,  do  you  not  thindr 
that  it  would  be  better,  even  though  tbe  b»ans  might  gradually  decrease  to  a 
very  small  amount — do  you  not  think  it  would  be  better  to  let  the  power  to  make 
l<^rtns  or  authority  to  nnike  loans  c<mtinue  for  a  year  rather  than  six  months? 

Secretary  Mkllon.  It  will  do  no  barm. 

Mr.  Steaoall.  The  very  fact  that  that  business  is  decreasing,  automatically 
removes  whatever  harm — if  it  could  be  construed  as  harm — there  could  be  in 
llie  matter. 

The  Chaibmax.  You  mean  by  that,  that  there  is  a  psychology  there  that 
in$iiplres  confidence? 

Mr.  Stkagaxx.  That  is  the  point  I  am  getting  at  The  fact  that  they  are^ 
not  making  loans  in  large  amounts  removes  in  part  any  objecti<m  that  anybody 
njijrbt  have  on  account  of  a  drain  on  the  Treasury.  ' 

Secretary  Mellon.  Yes. 

Mr.  Stkagall.  And  it  still  affords  tbe  same  psychological  benefits  to  be 
<lerived  fr(>m  the  proiK»sition,  and  in  view  of  the  fact  that  tbe  machinery  has 
;:ot  to  be  kept  up  for  otlier  purposes,  it  seems  to  me  it  would  be  the  part  of 
prudence  and  wisdom  to  continue  that  authority  for  12  months  rather  than  6. 
I  ivas  hewing  that  view  of  the  matter  would  meet  your  approvaL 

Secretary  Melix)N.  lliat  will  gjve  more  confidence  to  these  communities,  these* 
agricultural  communities,  etc.,  although  I  do  not  think  it  is  really  necessary. 
1  do  not  think  there  is  any  exigency  that  requires  it  for  that  length  of  time* 

Mr.  Stevenson.  Mr.  Secretary,  one  of  tbe  great  things  that  has  been  accom- 
plished during  the  last  12  months  has  been  the  orderly  marketing  of  a  great 
many  agricultural  products. 

Secretary  Mellon.  Yes- 

Mr.  Stevenson.  Now,  we  have  a  wheat  crop,  we  hope,  and  a  corn  crop  com- 
ing on,  and  a  cotton  crop.  They  will  all  be  pressing  to  market  along  in  the- 
fall,  and  the  very  fact  that  this  institution  has  the  power  to  make  loans  so  as 
to  enable' the  banks  to  enable  the  holders  of  those  things  to  market  them  in 
an  orderly  way  instead  of  rushing  them  all  on  the  market  as  was  done  with  a 
;:ood  deal  of  the  wheat  crop  last  year,  will  help  very  materially  in  that,  will  itr. 

lU  t'f 

Secretary  Mellon.  Yes;  but  of  course  that  was  an  unusual  situation.  It" 
was  not  normal.    There  were  these  frozen  b)ans  on  account  of  the  collapse  in 
vidues  and  so  forth  through  tbe  country.   That  situation  has  been  relieved  now 
t<»  a  very  large  extent — I  mean  that  in  most  districts  it  has  been  entirely  re- 
lieved. 

Mr.  Stevenson.  And  the  banks  will  not  be  apprehensive  that  they  will  be 
crowded  if  they  indulge  their  agricultural  customers  to  market  their  crops 
graduiilly,  if  tliey  know  that  there  is  a  War  Finance  Corporation  with  ability 

to  niake  them  loans  during  the  fall  and  winter. 

Secretary  Mellon.  They  may  feel  more  comfortable. 

Mr.  Stevknson.  And  more  likely  to  curry  their  customers  in  a  reasonable* 
way? 
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Secretary  Mmj/m.  Tes. 

Mr.  Black.  Mr.  Secretary,  I  saw  a  statement,  made  by  a  Senator  the  other 
day  in  debate,  that  tbe  Federal  Reserve  Board  had  adopted  some  kind  of  a 
rule  by  which  farmers'  paper  secured  with  commodities  could  not  be  redis- 
counted  if  he  intended  to  hold  those  commodltSes  ftw  orderly  marketing.  Ha» 

there  been  any  rule  of  that  kind  adopted? 

Secretary  Mellon.  Oh,  no. 

Mr.  Black.  I  know  of  none.  If  a  farmer,  fr.r  example,  makes  a  note  to  his 
local  bank  for  $500,  secured  by  15  bales  of  cotton,  properlv  warehoused  and 
that  note  has  a  six-months'  maturity,  is  it  subject  now  to  rediscount  with  the 
Federal  bank? 

Secretary  MsLum.  I  think  so. 

Mr.  BiACK.  Do  you  know  of  anything  that  would  prevent  its  being  nego- 

tmted;  any  rule? 

Secretary  Mellon.  No. 

Mr.  Steaoall.  The  law  takes  care  of  that,  aa  I  understand  it? 

Mr.  Black.  That  is  as  I  understand  it 

Mr.  Steagall.  It  is  not  within  the  power  of  the  board  to  declare  paper  of 
that  sort  ineligible,  as  I  understand  it.  We  amended  tbe  law  so  as  to  specifi- 
cally provide  for  rediscounting  paper  secured  by  farm  commodities,  with  a 
maturity  of  six  months. 

Secretary  IfraxoN.  There  have  been  no  new  rules  in  the  direction  you  speak 

ox. 

Mr.  Bl^^ck.  I  was  under  that  impression,  but  seeing  that  statement  made 
I  tliougbt  I  would  take  this  opportunity  to  inquire  if  the  board  had  made 

any  new  ruling  on  commodity  paper. 

Secretary  Mellon.  No;  I  do  not  think  so.  ' 

The  Chairman.  It  is  probably  on  a  par  with  some  other  statements  emanat- 
ing from  the  same  source. 

Mr.  Stkvenson.  We  have  been  getting  some  statements  about  tbe  office  of 
the  Secretary  of  the  Treasury  in  a  very  sensational  way  that  I  would  just  lilte 
to  ask  one  question  about,  and  that  is  has  there  been  any  evidence  of  hundreds 
of  mUlions  of  securities  df  the  United  States  that  have  been  duplicated  and 
are  in  circulation  in  this  country? 

Secretary  Mellon.  No. 

Mr.  Stevenson.  You  have  not  found  any  evidence  of  that  as  yet? 
Secretary  Mellon.  Oh,  no;  that  is  all  unfounded. 
Mr.  Stevenson.  I  was  satisfied  it  was. 

The  Chairman.  Mr.  Secretary,  we  are  very  much  obliged  to  you  for  your 
presence  here  this  morning. 

Mr.  Stkagall.  Mr,  Chairman,  Mr,  Stevenson  has  made  a  suggestion  that 
we  mij,'ht  well  deal  with. 

The  Chairman.  What  is  that? 

Mr.  Steaoall.  That  we  just  report  the  bill  favorably. 

The  Chaihman.  I  have  not  really  read  the  bill  through,  and  if  there  is  no 
objection  I  think  we  had  better  go  into  executive  session  and  €onsidar  it  para- 
graph by  paragraph. 

(Wl^^reupon,  at  11.15  o'clock  a,  ni.,  the  couiinittee  went. into  executive  ses- 
sion.) 
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